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a relatively short course in certain important aspects of 


MANAGEMENT METHODS FOR ACCOUNTANTS 


Sor 


PARTIAL LIST 
OF SUBJECTS 


Four aie 2 of 
prediction 
Decision-making 
methods 


Methods for planning 


Scatter diagrams with 
built-in confidence limits 


Predicting changes in 
long-term trends 


Special costs for special 
purposes: 

Opportunity costs 
Marginal costs 

Direct costs 
Controllable costs 
Variable costs 

Imputed costs 


Principle of exceptions 
Financial planning 


Business relationships 
and lags 


Trend analysis 
Standards and deviations 


TAS IS AN ACCREDITED ay 
SCHOOL, ACCREDITED BY s 
THE ACCREDITING COMMISSION = 
OF THE NATIONAL HOME == ~ 
%, 


STUDY COUNCIL 


PPPS SSO HHHHHHHHHHHSHSHHHH OHHH HEHSOHSHSHOSESOSOEOH OEE OSOOOESEEOSOOOO EEE OO EESOES SELES ESESESEOSES 


Public accountants who want to provide broader management 
services to clients 

Private accountants who want to serve management better and prepare 
for top management positions, and 


Others who aspire to top management positions 


e This new IAS MANAGEMENT TRAINING COURSE teaches 
how to understand and use the tools of business measurement. 
Knowledge of these tools is essential to the accountant who wishes 
to serve management better, and such knowledge is just as 
essential for a manager or any business employee who 
has management aspirations. 
e The advanced subjects are taught by graphic methods. 
No mathematical knowledge beyond business arithmetic is required. 
A wealth of illustrative examples and numerous diagrams 
simplify the explanations. 
e The complete course consists of 55 study assignments, each 
with an examination to be solved and submitted for correction and 
grading by CPAs and returned to you with a model solution. 
e The subjects covered are: 

Basic Accounting  — 25 assignments 

Economics — 10 assignments 

Management Control — 20 assignments 
e Either or both of the first two sections may be eliminated 
(with a corresponding reduction in tuition) by those who have 
had recent equivalent training and have no need for 
refresher courses on those subjects. 
e The IAS MANAGEMENT TRAINING COURSE is available 
to individuals and also to firms which are interested in enrolling 
a group of employees at a special group discount. 
e If you would like further information about the course and 
a complimentary copy of one of the Management Control 
assignments, address your letter to the Secretary, IAS, 
at the address below. 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


Contents for February 1959 





CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 






FEATURES 






1. To establish, coordinate and maintain 
through authorized management, an integrated 
blan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together with 
the necessary procedures to effectuate the plan. 












PROFILE OF THE CORPORATE CONTROLLER—PART II|—Based on a 
survey by Controllership Foundation—Herbert F. Klingman . . . 59 







THE FEDERAL WELFARE AND PENSION PLANS DISCLOSURE ACT— 
Robert D. Constable secre pees RE ag ae, lg. 








USING IDP FOR INVENTORY CONTROL-—A case history of the in- 
stallation of IDP for handling invoicing, shipping, and inventory 
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2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 












WHEN IS A LEASE A SALE FOR TAX PURPOSES?—The problems which 
arise in connection with ‘lease with option to purchase” 
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ps AMERICAN. STANDARDS COST-CUTTING FORMS CONTROL PROGRAM 
3. To measure and report on the validity of 
the objectives of the business and on the effec- —A new approach to printing saved 20% of the cost of printing 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 






forms and records—Walter F. Teichgraber. . . . . . . . 74 
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SCANNING THE SCENE—Paul Haase . ....... =. &7 







4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 
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THE ECONOMICS OF INDUSTRIAL MANAGEMENT 
Reviewed by Frederick M. Eisner 


5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 
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6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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This amazing automatic calculator 
-—the Marchant Deci-Magic 


...1s the calculator anyone can learn to use, in minutes! 
You'll notice the benefits right away —less learning time. . . 
and the happiest calculator operators you’ve ever had! 

Only the Deci*«Magic makes figurework this easy! 
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You just “write” the problem in the keyboard as you would 
on paper. Then the Deci+ Magic takes over, with completely 
automatic clearance, dial positioning and carriage shifting, 
and delivers your answer with the decimal point in the right 
place, automatically! Anyone can do it! See for yourself. MARCHANT CALCULATORS, OAKLAND 8, CALIFORNIA 


Call any Marchant office, or send the coupon. Please send us full information on: 
(_] The amazing simplicity of the Deci- Magic calculator. 
[] Convenient low monthly payments on Marchant’s 


“Pay As You Save’’ plans (6. 12 and 18 months). 
[) Perpetual lease plan. (] Lease with option to buy. 


Division of SMITH-CORONA MARCHANT INC. 
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TAX PANACEA? 


Editors, THE CONTROLLER: 

In perusing, scanning or just plain read- 
ing THE CONTROLLER for December 
1958 I noted a reference to income taxes. 
I wonder if there will come a time when 
there are none. 

A couple of years ago I did some work 
for one of the management engineers in 
connection with the financial status of 
some thousands of corporations. One of 
the items I mentally calculated for most 
of them was the relation of the income 
tax paid to the gross sales and income. In 
a very large number of cases it seemed to 
range between three and five per cent and 
in some cases where there were unusual 
profits it would go above the five per cent. 
A goodly number of companies reported 


no profits, so they had no income tax to 
worty about paying but they did have to 
worry about convincing the tax authorities 
that they really had a loss. 

It seems to me that business could 
avoid a lot of headaches, as to deductibles, 
etc., if, instead of an income tax on 
“profits” the Government placed a sales 
tax of three to five per cent on sales. I be- 
lieve this would give the Government as 
much tax as it now collects after all the 
“finagling” to arrive at a profit subject to 
tax. Also it would require the nonprofit 
boys to pay a tax and probably they would 
try harder for a profit. 

When I was in public accounting work 
I recall that one of the states had the 
bright idea of taxing profits earned within 
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Securities Registration Investigations 
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its borders but a very large percentage of 
the companies just failed to make a 
“profit” so in due course the state re- 
pealed the income tax and replaced it with 
a sales tax and collected greater revenue 
with less effort. 

If the Government replaced the income 
tax with a sales tax it would seem to 
greatly simplify the reporting feature for 
there would be no concern with the pro- 
priety of expenses, legitimate or other- 
wise, depreciation, carry-overs, carry-backs 
(perhaps they should be called “‘cross- 
overs’), etc., etc., etcetera, and &c. ad inf. 


J. HAROLD SMITH 
New York, N. Y. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





ROCKS & ROSES... 


Editors, THE CONTROLLER: 

Thank you for sending us copies of 
your October 1958 issue of THE CON- 
TROLLER in which Dr. Harry J. Johnson’s 
article “Keep the Cost of Your Executive 
Health Program Within Bounds” ap- 
peared. Although Dr. Johnson is pres- 
ently away on an extended business trip 
to Europe, I know he joins me in express- 
ing to you our appreciation for the fine 
manner in which you presented his ar- 
ticle. I sincerely hope your readers found 
this article interesting and derived con- 
structive information from it. 

May we have your permission to photo 
offset 200 reprints of the article which we 
plan to distribute to key executives among 
our client companies? With many thanks 
for your interest and the opportunity of 
working with your fine publication. 


RICHARD W. SUTPHEN 
Director, Health Education 
Life Extension Foundation 
New York 


Editors, THE CONTROLLER: 


THE CONTROLLER is much too ad- 
vanced for me to interpret. Please cancel 
my subscription. 

—A SUBSCRIBER 


A LITTLE BAG 


Editors, THE CONTROLLER: 

Because of your editorial interest in 
budgets, I thought you would like to share 
the following extract from the John Car- 
roll University (Cleveland, Ohio) Busi- 
(Continued on page 54) 
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FARMERS 


John C. Tyler, Chairman, and Thomas E. Leavey, President, Farmers Insurance Group, the largest 
automobile casualty insurance company west of Chicago, and a Moore customer for over 20 years. 


“Moore forms help us keep on top of our premium billing” 


CONTROL GIVES FARMERS INSURANCE EFFICIENT PAPERWORK SYSTEMS 


The Farmers Insurance Group sends out an average of 16,000 
premium notices every day. The job is simplified and 
speeded by a new automated system which has saved 22,400 
man-hours a year. Now the company’s billing operations are 
handled in one office instead of several. Records are central- 
ized. Auditing is easier and faster. All notices are mailed 
on schedule. 


At the heart of the system is the premium notice form. 
especially designed for use with a data processing machine. 
Information stored in punched cards and transferred to tape 
is printed automatically on the notice blank. The name and 
address of the insured, policy number, amount, due date and 
many other variables are included. More than 1800 forms are 


Build control with 


MOORE BUSINESS FORMS 


processed in an hour; each one provides the notice, reminder 
notices and office copies simultaneously, free of transcribing 
errors. The form is a five-part Moore Speediflo—the com- 
pany’s control in print. 


The Moore man helped design this Auto- 
mated Data Processing System (ADP) and 
the forms scientifically tailored to it. For de- 
tailed information on similar systems for con- 
trol, write the Moore office nearest you. 





Moore Bustness Forms, Inc., Niagara Falls, N. Y.; Denton, Texas; 
Emeryville, Calif. Over 300 offices and factories through- 
out U.S., Canada, Mexico, Caribbean, Central America. 
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by C. W. Bastable 


by Maurice Peloubet 





Foxthcoming Features 


IN THE CONTROLLER 
%& BASE POINT LABOR DISTRIBUTION 


%& PROBLEMS INVOLVED IN QUALIFYING AS 
A WESTERN HEMISPHERE TRADE CORPORATION 


by Philmore H. Friedman 


%& INSUFFICIENT DEPRECIATION AND INFLATION— 
WHAT CAN BE DONE ABOUT IT 











ness Bulletin. It appeared in an article on 
“Budgetary Control” by John Devlin: 


The word “budget” has an interesting 
beginning; it is derived from the French 
word “bougette’ meaning a little bag or 
wallet. In its first English usage, the word 
had a similar meaning. During the early 
1700's, budget found its way into the lan- 
guage of Parliament in England. In present- 
ing his annual statement, the various parts 
of which were carried in a portfolio, the 
Chancellor of the Exchequer was said to 
“open the budget.” From this so-called 
budget were allotted the necessary funds. for 
operating the various agencies of His Ma- 
jesty’s government. 


Cs. B. 


A READING MANUAL 
Editors, THE CONTROLLER: 

Three years ago we wrote to you to re- 
ceive permission to reprint certain articles 
from THE CONTROLLER for use in a spe- 
cial class in “Planning and Control 
Through Budgets.” You granted us that 
permission. 

We have conducted the class for three 
years and are now planning to continue it 
as a permanent part of our curriculum. 
We would like to revise the present read- 
ing manual. As you no doubt recognize 
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we found that in using a complete reprint 
of many articles on comparable topics a 
great deal of duplication of material oc- 
curred. 

In our present revision we should like 
to have permission to reprint that portion 
of each article which is pertinent to the 
topic being discussed. The material being 
selected this time we are planning to put 
in multilith form and a looseleaf binder. 
It is our hope to continuously add new 
material which is published in order to 
keep the readings manual up io date. 

It is sold to the student body at the cost 
of reproduction. Will you permit us to se- 
lect pertinent parts of the following ar- 
ticles which have appeared in past issues 
of THE CONTROLLER: 


“Communication ; The Mystery of Man- 
agement” by Joseph B. Pope, January 
1956. 

“Break-even Analysis for Cost Fore- 
casting” by Jim G. Ashburne, December 
1955. 

“Return on Investment’ by Thomas H. 
Casson, September 1954. 

“How Monsanto Handles Its Financial 
Planning and Control’ (Forecasting of 
Cash: Excerpts from remarks by Robert I. 
Phemister), December 1953. 
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tober 1953. 


‘The Impact of Budgets on People” by 


Walter B. Gerould, March 1952. 
DEAN ORVILLE H. PALMER 
College of Business Administration 
Marquette University 

Milwaukee, Wis. 


OVER THE BORDER 
Editors, THE CONTROLLER: 

As part of its Executive Development 
Program our Society is sponsoring a three- 
day seminar on corporate insurance during 
the month of November. My purpose in 
writing to you at this time is to request 
your kind permission to reprint an article 
which was published in the August 1951 
issue of THE CONTROLLER under the 
heading ‘‘A Corporate Insurance Check 
List’’ by Sid Marean. 

Certain of the terminology and refer- 
ences in the article pertain specifically to 
American insurance practice and we ate 
taking the liberty of bringing these in line 
with Canadian conditions where neces- 
sary... . We are interested in reprinting 
50 copies of the amended article and will 
be very grateful for your kind permission. 
D. A. GILLIS 
Administrator, Conferences and Seminars 
Society of Industrial & Cost Accountants 

of Canada 
Hamilton, Ontario 
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APPRAISALS 


for every valuation need 





@ Insurance — coverage 
and proof of loss 





@ Property, cost and 
general accounting 





@ Corporation finance 





@ Legal requirements 





@ Purchase or sale 








@ Reorganization, merger 
or consolidation 


THE LLOYD-THOMAS co. 


Recognized Appraisal Authorities 
4411 Ravenswood Ave., Chicago 40, III. 














Offices — Coast to Coast 
First for Factual Appraisals Since 1910 











“The Construction and Uses of Break- 
even Analysis” by Glenn A. Welsch, Oc- 
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Our Labor Force: An Analysis in Depth 

A little more than half of all Americans of working 
age were in the labor force in 1950, according to a new 
study by Dr. Clarence D. Long just released by the Na- 
tional Bureau of Economic Research. Surprisingly, the 
proportion of workers to nonworkers was not different in 
the very different economic climate of 1890. Dr. Long, 
whose study, The Labor Force Under Changing Income and 
Employment, was recently published by the Princeton Uni- 
versity Press, is an authority in the field of labor supply 
and economic fluctuations. Professor of Economics at the 
Johns Hopkins University, Dr. Long was formerly Senior 
Staff Member of the Council of Economic Advisers to 
President Eisenhower. 

Although personal income per worker has almost tripled 
in buying power since 1890, this increase has not been 
reflected by net departures from the labor force. Nor have 
the great economic changes of the postwar decade reduced 
the size of the labor force supporting the rest of the popu- 
lation at a rising income level. Income increases in other 
countries studied have similarly failed to reduce the labor 
force. 

These findings are gleaned from the first statistical in- 
vestigation of the relation of the labor force to income 
changes over a long period. They are contrary to the view 
of those classical economists who held that poverty is the 
indispensable spur to work and warned, a century and a 
half ago, that the “Jower classes must be kept poor or they 
will never be industrious.” 

Dr. Long finds no support for the theory that depres- 
sions produce net additions to the labor force. “Statistics 
overwhelmingly indicate that more people have been driven 
out of the labor force by the unavailability of jobs .. . 
than have been driven into it by joblessness of family 
breadwinners.”’ Minor recessions seem to have no signifi- 
cant effect on the labor force. 

Historians may find in Dr. Long’s study one more 
reason why Germany lost World War II. Of the five na- 
tions studied, Germany was found to have the poorest 
record for wartime additions to the labor force. Not all the 
power levied by a dictator state served to change some 
patterns of German life. At times, German women actually 
left the labor force. Throughout the war for Nazi survival, 
German domestic service, for example, was undisturbed. 

Despite their increased weight in the U.S. labor force, 
women have gained substantially in only one major occupa- 





tional group—clerical jobs. “The other major groups— 
notably professional services, skilled and unskilled occupa- 
tions—maintained their ratio of females to males at a fairly 
constant level,’ Dr. Long says. 

The statistical record shows clearly that at any one time 
a wife's participation in the labor force depends on the 
earnings of her husband. Some 23 per cent of all big city 
wives whose husbands earned $1,000 a year were at work 
in 1940. This compares with eight per cent of wives whose 
husbands earned $3,500. Similar patterns were found in 
1951 and 1956. Yet rising incomes have not prevented 
large entries of wives into the labor force from one year or 
decade to the next. 

The over-all stability of the proportion of the U.S. popu- 
lation which decides to go to work masks, however, sharp 
changes in just who these workers are. Women have en- 
tered the labor force at an increased rate since 1890 and 
especially since 1930, but their entry has been offset by an 
outflow of younger and older men—and even some men 
in the prime working ages. Much the same has been true of 
the other countries studied. 

The earnings of women have “helped finance longer 
schooling for the young males and earlier retirement for the 
older ones,” Dr. Long notes. Declining hours of work, Dr. 
Long says, are another main reason why over-all participa- 
tion in the labor force has remained relatively stable over 
many years. Shorter hours have proved to be a “convenient, 
flexible, equitable means of sharing leisure.” Supported by 
both suburban living patterns and trade union policies, the 
trend toward shorter working hours will very likely con- 
tinue in this and other countries, according to Dr. Long. 


Are Accountants Scrooges? 

‘For too many years accountants have been pictured al- 
most as characters from Dickens—perched on high stools, 
noses buried in huge ledgers, making infernal nuisances of 
themselves. There is no place for such a stereotype in to- 
day’s fast-moving business world. But the initiative for im- 
proving that image must come from us.” 

This challenge was presented recently to a Philadelphia 
accounting forum by Donald P. Jones, comptroller of Sun 
Oil Company, who then urged his listeners to avoid ‘‘taking 
a myopic view of our own field. We must lift our sights 
from text-book accounting and do a complete job of dy- 
namic accounting if we hope to earn our proper place in the 
public mind—and at the top-management table. 

“The requirements of today’s competition have pre- 
sented the modern accountant with a growing opportunity 
to develop a second vital function—service—to comple- 
ment our historic control operation. Do this with compe- 
tence and humility and you will become an increasingly 
indispensable part of your company’s operating councils. 
You will play a major role in welding your entire organiza- 
tion into a cooperative team capable of providing the pow- 
erful forward thrust which is so necessary for survival in 
the tough competitive climate in which we live.” 

—PAUL HAASE 
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Low-cost way to 
modern accounting methods 


ROYAL MCBEE GENERAL 
RECORDS POSTER 


Simplifies your payables, receivables, payroll — 


as well as other important accounting jobs 


Here, in just a single compact device, you'll find 
everything you require to simplify—and mech- 
anize—your accounting. Flexibly, economically, 
without specialized personnel. The new Royal 
McBee General Records Poster eliminates re- 
petitive writing—can slash your paper-handling 
costs by 60%. With greatest speed and accu- 
racy. In small and medium-sized firms... in 
larger, decentralized companies, too. 


Your nearby Royal McBee Data Processing 
Representative will be glad to demonstrate the 
new General Records Poster—as well as other 
Royal McBee machines and methods for cutting 
automation down to size. Phone him, or write 
Royal McBee Corporation, Data Processing 
Division, Port Chester, N. Y., for illustrated 
brochure 8-533. 


ROYAL M‘BEE : data processing division 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 























































Bo 


Hei 


HI 
th 
the c 
ecuti 
in al 
Wha 
picti1 
will | 
ory « 
these 
Fi 
posit 
from 
this 
rathe 
gree 
trolle 
Se 
form 
posit 
tive 
spon 
of th 
ior Vi 
spon 
execu 
comp 
analy 
inter 
infor 
categ 
in th 
back; 
Ni 











PROFILE OF 


The Corporate Controller 


Based on a Survey by Controllership Foundation 


Herbert F. Klingman 


This is the third in a series of three articles reporting the 
response to a request for information made by Controller- 
ship Foundation to the active members of Controllers In- 
stitute. The information was supplied by 2,795 respond- 
ents. PART I, published in the October 1958 issue of THE 
CONTROLLER, presented essential information about the 
statistical foundation of this study, its extensiveness and its 
representative validity. In addition that article pointed up 
certain general characteristics of the response and their sig- 
nificance in depicting the typical company ‘control execu- 
tive’—regardless of his job title—and of controllership. 
ParT II (December 1958 issue of THE CONTROLLER) d/s- 
cussed various aspects of the typical controller and his job 
and where and how he fits into the top-management team. 


PART Ill 


Sie FINAL ARTICLE will depict some of 
the personal ingredients and some of 
the common social traits of the control ex- 
ecutive which should provide useful clues 
in answering the question often asked: 
What manner of man is this? Before de- 
picting these human or personal factors it 
will help if the reader refreshes his mem- 
ory on two points made in the first of 
these three articles. 

First, the nomenclature designating the 
position of controller in a company is far 
from standardized and, to some degree, 
this reflects differences and sometimes 
rather subtle variances in the nature or de- 
gree of responsibilities of a given con- 
troller position. 

Second, our survey response brought in- 
formation about other types of executive 
positions, notably in the topmost execu- 
tive category. While the number of re- 
spondents holding positions of chairman 
of the board, president, executive or sen- 
ior vice president is much smaller than re- 
spondents holding various types of control 
executive jobs, the total response from top 
company executives is adequate for valid 
analysis. Where there are significant and 
interesting differences in the patterns of 
information reported by the respective 
categories, these are usefully introduced 
in this controller portrait, as contrasting 
background. 

Now, the first point discussed above, 


nomenclature for control executives’ jobs, 
has made it desirable, indeed necessary 
(because of some apparent differences in 
job content), to establish a broad category 
for our purposes called ‘‘control execu- 
tives” and to set up within this category 
four major, homogeneous classes of jobs, 
namely: Vice president-controller, finance ; 
controller; treasurer; and administrative, 
functional, controller. 

Where the patterns of response for 
these four classes of control executives do 
not differ significantly, data will be re- 
ported for the broad category “control ex- 









ecutive” only. When one or more of the 
classes within the category show signifi- 
cant variance from the picture for the 
group, these differences will be reported. 

Now, to some of the personal elements 
in this composite profile of the controller. 
Because this biological statistic may hel 
give added meaning to some of the other 
characteristics taken up in this article, age 
patterns of control executives will serve as 
a good starting point. 


WHAT IS THE TYPICAL 
CONTROLLER’S AGE? 

The Control Executive Category. Tak- 
ing control executives as a group, the typ- 
ical control executive is 45 years of age. 
This is the mid-point of the age class 
41-49 years, inclusive, which accounts for 
39 per cent of our survey response. 
Slightly less than 25 per cent are from 50 
to 58 years of age and only 11 per cent 
are 59 or over. 

Age Patterns for Major Classes of Con- 
trol Executives. The four major classes of 
control executives show sufficient differ- 
ences in age patterns to warrant present- 
ing the summary comparative statistics 
shown in Table 1. 

Respondents in the vice president-con- 
troller, finance positions tend to be some- 
what older than controllers. The typical 
age group for the vice presidential job 


TABLE 1 
AGE PATTERNS FOR MAJOR CLASSES OF CONTROL EXECUTIVES 


Major Controller Job Classes 


























Vice President- | Administrative, 
Controller, Functional 
Age Groups Finance | Controller | Treasurer Controller 
Total in Each 
Class = 100% 419 1141 574 180 
Under 41 years of age 8% 21% 15% 23% 
41-49 32. 42 36. 47. 
50-58 aa 42. si. 32 24. 
59 and over 18. 6 17 6 
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class is 50-58 years; that for controllers is 
41-49 years. Stated another way, 60 per 
cent of the vice president-controller, fi- 
nance job class are 50 years or more of 
age; 63 per cent of controllers are under 
50 years of age. 

The typical age for treasurers, like that 
of controllers ranges from 41 to 49 years. 
But the preponderance of treasurers in 
this class is significantly less than that of 
controllers and the proportion of treas- 
uxers aged 59 years or more is almost 
three times that of controllers. 

Control Executive vs. Top Executive 
Age Patterns. Very definitely, the board 
chairmen, presidents, executive and senior 
vice presidents participating in this survey 
tend to be older than (a) the control ex- 
ecutives as a category and (b) the vice 
presidential class of control executives. 
Slightly more than 48 per cent of com- 
pany chairmen and presidents and 58 per 
cent of the senior vice presidents are over 
55 years of age. This compares with 33 
per cent for vice president-controller, fi- 
nance and 15 per cent for the controller 
class of respondents. 


MATURITY AND EXPERIENCE FACTORS 


Despite some notable and well-publi- 
cized exceptions, these data imply that 
maturity and cumulative experience (which 
often comes with maturity) are cogent 
considerations in selecting individuals for 
the top tier of executive positions in a 
company. In short, as the breadth and 
depth of responsibility of a job increase, 
as the needs for leadership and exercise 
of sound judgment increase, the attributes 
of maturity and of cumulative experience 
become increasingly significant in select- 
ing and retaining individuals in such 


types of jobs. 


PREVIOUS EMPLOYMENT 
BACKGROUND 

Years Worked on a Full-Time Basis. A 
preponderant majority of control execu- 
tives had logged 20 years or more of full- 
time employment at the time they partici- 
pated in this survey. Only 8 per cent had 
less than 16 years’ full-time work experi- 
ence, 40 per cent reported 20 years to just 
under 30 years while 41 per cent had 30 
years or more of full-time work experi- 
ence. 

As with age patterns, those with more 
responsible, broader-gauge executive po- 
sitions, have had more years of full-time 
work. For example, 57 per cent of those 
in the vice president-controller, finance 
class had worked 30 years or more on a 
full-time basis, while 42 per cent of the 
controllers and 41 per cent of the treas- 
urers had between 20 and 29 years of 
full-time employment; and an additional 
44 per cent of the treasurers had been 
working full-time for 30 years or more. 
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MANAGEMENT EXPERIENCE PATTERNS 

Years of Management Experience. Most 
control executives have had between nine 
and 16 years of experience in manage- 
ment (executive, supervisory) positions 
prior to taking the job held at the time of 
the survey. These years of previous man- 
agement experience were commonly spent 
in two or three executive/supervisory jobs. 
The patterns are shown in Tables 2 and 3. 

































































TABLE 2 
PREVIOUS EMPLOYMENT 
BACKGROUND 
Years of Control Executives 
Prior Management Reporting 
Experience Number Per Cent 
Total 2060 100% 
Less than 8 years 434 21. 
9-16 756 37. 
17-24 raps 550 27. 
25 or More _ é 320 15. 
TABLE 3 
Number of Control Executives 
Prior Management Reporting 
Jobs Held Number | Per Cent 
Total 2060 100% 
One 273 13. 
Two 490 24. 
Three 476 23. 
Four 393 19. 
Five 216 rT. 
Six or More 212 10. 
TABLE 4 


UNDERGRADUATE AND GRADUATE 
FIELDS OF CONCENTRATION 


Relative Frequency 



































of Mention 
Under- 
Fields of graduate Graduate 
Study Concentration Study Study 
Total 
Mentions = 100% 2789 951 
Accounting 41% 40% 
General Business 
Administration 18. 23. 
Finance ay... 16. 
Economics 13. 8. 
Engineering 3. * 
Liberal Arts, Exact 
Sciences 4. BH. 
Law i. 2. 
Other a. 0. 








* Less than 0.5% and included in Liberal Arts, 
Exact Sciences 
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There is a high degree of positive cor- 
relation between the number of manage. 
ment jobs held and the years of full-time 
employment recorded. For example, 56 
per cent of respondents reporting only 
two previous management jobs held had 
logged between 5 and 12 years in such 
jobs but 52 per cent of those who held 
five previous management jobs also had 
21 years or more experience with manage- 
ment responsibilities. 

Types of Previous Management Experi- 
ence. The basic functional areas most com- 
monly represented by control executives 
previous management experience are, in 
order of relative frequency of mention: 
Corporation or business accounting, as 
distinguished from public accounting; 
budgetary control; finance; methods/sys- 
tems/procedures; internal auditing; pub- 
lic accounting ; analysis and research; pro- 
duction; marketing; credit. 


THE PUBLIC ACCOUNTING FACTOR 

Slightly more than half of the respond- 
ent control executives have had some non- 
supervisory experience in public account- 
ing. Further analysis of this group of 
respondents shows that most of them 
worked in public accounting early in their 
business careers. Those who are college 
graduates, in fact, usually started working 
full-time in the field of public accounting. 

Only 17 per cent of respondents have 
had senior or supervisory experience in 
public accounting and 34 per cent of the 
control executives are certified public ac- 
countants. 

Thus, while slightly more than half of 
the control executives had had some back- 
ground in nonsupervisory public auditing 
work, supervisory or management expeti- 
ence in public accounting is much less 
common among control executives. The 
fact that 48 per cent of these executives 
have had no experience in public account: 
ing may come as a surprise to many read- 
ers. 

Finally, analysis of the public account- 
ing experience factor by basic age groups 
indicates that it is among the younger con- 
trol executives that (a) CPAs are more 
strongly represented and (b) nonsuper- 
visory public accounting experience 1s 
more frequently an experience factor. 


EDUCATION AND TRAINING 


College. Most control executives are 
college graduates. Seventy per cent of our 
survey respondents completed the basic 
four-year college curriculum. Almost 40 
per cent of the college graduates, mote- 
over, have completed one or more years 
of postgraduate college study; in fact, 
more than two-thirds of the control ex- 
ecutives who went on to graduate school 
completed more than two years of gradu- 
ate study. 

With reference to the 30 per cent of 
control executives who did not complete 
a basic four-year undergraduate college 
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TABLE 5 


ADULT NONCOLLEGE TRAINING 


Adult, Noncollege Study or Training 














TABLE 6 
NONCOLLEGE STUDY PROGRAMS 


Relative Frequency 






































of Mention by Con- 
Those Who Those Not trol Executives Who 
Total Are College College Are— 
Reporting Graduates Graduates Type of College Not College 
Totals = 100% 2396 1675 721 Study Program Graduates Graduates 
Have Had Adult, Noncollege Total 
Study, Training 70% 64% 74% Mentions = 100% 1559 848 
No Adult Study, Training 30. 36. 26. Correspondence 
Courses 38% 49% 
; a f ; 1 Individual Systematic 
program, it should be noted that many of Fields of Concentration, Adult Non- Sieadies andtiale di fe 
these reported having completed one, two college Study. A large majority of those : 
or even three years of college study. Fur- who studied by correspondence took Company Training ; 
ther analysis of information supplied by Courses in the field of accounting. This is Programs 20. 15. 
: true of all classes of respondent control 
this group shows, moreover, that they pce P Nenhen Thigeutii: sett 240 
gained their formal professional and tech- — 


nical training by means of correspondence 
courses, individual reading and study and 
company training programs. 

Undergraduate and Graduate Fields of 
Concentration. Control executives have 
tended to specialize in their college under- 
graduate work. Fifty-nine per cent report 
only one major field of study while the 
balance (41 per cent) report two or more 
fields of study concentration. Accounting 
was the field of concentration most com- 
monly mentioned by respondents. Of 
course, having only one major field of 
concentration does not mean that work 
was not done in other fields of learning; 
in fact, it could mean that there was a dis- 
persion into more such fields but at less 
depth. The major field or fields of study 
concentration most commonly reported, in 
order of frequency, are: Accounting, Gen- 
eral Business Administration, Finance, 
and Economics. Other fields of concen- 
tration much less frequently mentioned 
are: Engineering, Liberal Arts, Exact Sci- 
ences (including Mathematics) and Law. 

Significant differences occur in the rela- 
tive frequency of mention of General 
Business Administration, Economics and 
Liberal Arts and Sciences as fields of con- 
centration for undergraduate and of grad- 
uate study. The comparative listings are 
set forth in Table 4. 

Adult Noncollege Training. That sys- 
tematic noncollege training (to distin- 
guish it from learning by experience on 
the job) has been an important factor in 
developing today’s corporate control ex- 
ecutive is clearly evident in Table 5. 

Types of Adult, Noncollege Study/ 
Training. Correspondence school courses, 
independent systematic reading and study, 
and company training programs have been 
used by college graduates among control 
executives, as well as by those who did 
not complete college training. A number 
of respondents, moreover, mentioned us- 
ing more than one of these methods of 
extending their skills and knowledge. The 
extent to which these three common 
means of adult noncollegiate training 
were utilized is shown in Table 6. 


The pattern is distinctly different with 
respect to individual reading and study 
programs. While accounting still leads in 
frequency of mention as the field of con- 
centration for individual study, there is a 
much broader dispersion among other 
fields of concentration, notably finance, 
economics, labor relations, personnel man- 
agement. 

The relative popularity of the several 
topical fields of concentration—(a) for 
correspondence courses and (b) for in- 
dividual study and reading—is concisely 
compared in Table 7. Some interesting 
qualitative information is revealed by 
analysis of the statistical details on which 
this table is based: 

First, many of those who took account- 
ing courses by correspondence were not 
college graduates. They obviously used 
correspondence courses in accounting to 
develop the necessary professional knowl- 
edge and skill for controllership. 

Second, some of those studying ac- 
counting by correspondence were using 
this means of developing their competence 
in certain specialized aspects of account- 
ing, notably tax accounting. 

Third, slightly more than a third of 
those who carried through systematic in- 
dividual study in the field of accounting 
actually concentrated in the tax accounting 


sector, obviously strengthening — their 
knowledge in a highly technical phase of 
accounting. 


Fourth, more than half of those whose 
individual study programs were in fields 
other than accounting had reported only 
one major field of college study and that 
was accounting. 


IMPLICATIONS AND INFERENCES 
RE EDUCATION AND TRAINING 

Some interesting inferences can be 
drawn from these specifics on education 
and training of the men who are today’s 
corporate control executives. It is obvious, 
of course, that the typical control ex- 
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TABLE 7 
FIELDS OF NONCOLLEGE STUDY 
Relative Frequency of 


Mention for 


(a) | (b) 






































Corre- Individual 
spondence | Study and 
Fields of School Reading 
Study Concentration Study Programs 
Total 
Mentions = 100% 1216 1349 
Accounting 71% 38% 
Business Law 5. * 
Finance * 18. 
) pond 
General Business 
Administration 4. 7. 
Liberal Arts, Social and 
Natural Sciences 4. 4. 
Economics 2 9. 
Labor Relations, Per- 
sonnel Management 2. 8. 
All Other 12. 16. 








*Less than 1% and included with ‘‘All Other’”’ 


ecutive is basically well trained in the 
concepts, principles and practice of ac- 
counting. 

Despite the high proportion of today’s 
control executives who are college gradu- 
ates, some 30 per cent, nevertheless, 
gained much if not all of their formal 
professional education by correspondence 
courses, by individual study, and/or from 
company training programs. 

It is interesting, too, to observe the rel- 
atively high proportion of college gradu- 
ates in controllership who have carried 
forward with formal study, by postgradu- 
ate college work, correspondence courses, 
systematic reading programs and/or com- 
pany training programs. 

One very significant fact stands out in 

(Continued on page 80) 
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Disclosure Act 


Robert D. Constable 


T ITS LAST SESSION the 85th Congress 
A passed an act which was subsequently 
signed, with some criticism by President 
Eisenhower, known as the ‘Welfare and 
Pension Plans Disclosure Act.” The stated 
purpose of this legislation was to ‘‘pro- 
vide for registration, reporting and dis- 
closure of employe welfare and benefit 

lans.” 

While most financial men probably are 
generally aware of the background devel- 
opments leading up to the consideration 
and adoption of the legislation, it may be 
desirable, nevertheless, to very briefly re- 
view them. 

The opening event was the murder of a 
certain union official in New York City. 
The resulting investigation led into a 
jointly (that is union-management) admin- 
istered welfare fund and revealed a scan- 
dalous misuse of a large portion of the 
contributions to the fund for purposes 
other than the provision of benefits for 
eligible union members. 

In New York state, and elsewhere, in- 
vestigations, particularly by the McClellan 
Rackets Investigating Committee of the 
Senate, turned up a considerable number 
of other employe welfare plans which were 
obviously being used for private gain by 
those entrusted with the funds, although, 
as far as we know, in every instance, these 


The Federal Welfare and Pension Plans 





were either joint or union-managed funds. 

In too many instances, it was found 
that there were no laws adequate to con- 
trol some of the abuses which were un- 
covered. 

This type of welfare funds had come 
into existence mainly since the passing of 
the Taft-Hartley law and they have spread 
and grown very rapidly in recent years. It 
was apparent that large sums of money 
were involved and that the welfare and 
security of hundreds of thousands of 
workers were dependent upon them. Their 
importance in these respects was so great 
and involved such a large segment of the 
population that there can be no quarrel 
with the conclusion reached by the Con- 
gress, that the public interest required 
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some form of legislation which would 
have the effect of curbing the abuses re- 
vealed by the investigations. 

There is nothing in the record to indi- 
cate that any such abuses were revealed in 
the type of plans which are solely admin- 
istered by individual employers, whether 
negotiated or unilaterally established. For 
this reason, when the Congress was debat- 
ing the various disclosure bills that were 
introduced, business concerns and organ- 
izations generally protested the inclusion 
of the latter type of plans in the proposed 
legislation. 

Their argument was that most individ- 
ual employer plans established fixed bene- 
fits, that many of them required no con- 
tribution from employes, and that in any 
event, where employe contributions were 
required, the employer generally picked 
up the check for whatever difference there 
might be between such contributions and 
the cost of the plan, with the employe re- 
ceiving the established benefits. 

However logical all this might seem, it 
was probably politically naive to expect 
the Congress to face these facts realisti- 
cally and to pass legislation which was re- 
stricted to those plans in which the unions 
were charged wholly or jointly with the 
administration. Many Congressmen un- 
doubtedly felt that a vote in this direction 
would be equivalent to saying that all em- 
ployers are pure and that only unions 
need watching. 

Be that as it may, the present legislation 
was enacted and will be the source of 
much unnecessary trouble and expense to 
thousands of employers and will stuff al- 
ready-overcrowded Washington with tons 
and tons of additional papers for which 
storage space will have to be found. 

So much for the background, now, what 
about the Act itself? 

The law is not a regulatory instrument, 
but provides only for the initial filing and 
publication of certain extensive informa- 
tion about various types of welfare and 
pension plans and the subsequent annual 
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filing and publication of the financial and 
other operations of these plans. It is ap- 
parently hoped that the knowledge that 
these data are available to all interested 
parties will of itself eliminate abuses. It 
will remain to be seen how effective this 
approach may be. 

One of the fundamental difficulties of 
the Act is that no one is empowered to in- 
terpret its meaning. While some portions 
of it seem perfectly clear, there are many 
debatable items on which differing views 
of their intent can be readily taken. How- 
ever, the Secretary of Labor, with whom 
the necessary reports are to be filed, is re- 
quired to prepare suggested forms for 
these reports. 

Anyone caring to do so is at liberty to 
ignore these and file the data in accord- 
ance with his own ideas of what is re- 
quired. Nevertheless, discretion would ap- 
pear to be the better part of valor and use 
of the suggested forms would seem to be 
the best insurance against any claim that 
the law had not been properly complied 
with. 

The Act applies to two categories of 

Jans: 

The first is to employe welfare plans, 
which, by definition, means any plan, 
fund or program which is communicated 
to or its benefits described in writing to 
the employes and which provides, through 
insurance or otherwise, any benefits for 
medical, surgical or hospital care or for 
sickness, accident, death or unemploy- 
ment. 

The second type is to employe pension 
benefit plans and means, by lelaen 
any plan, fund or program which is com- 
municated to or its benefits described in 
writing to the employes and which, by 
purchase of insurance annuities or other- 
wise, provides retirement benefits. This 
includes any profit-sharing plan which 
provides benefits at or after retirement. 

The best opinion seems to be that the 
term “which is communicated to or its 
benefits described in writing to” is a very 
broad term indeed and will bring in not 
only those formalized plans which are de- 
sctibed in written boahiete but will bring 
in many informal plans which by any 
means of communication whatsoever the 
employes have knowledge of as being in 
existence and as being generally applica- 
ble. It is probable that more or less uni- 
formly and well-established past practice 
in any of these areas would be considered 
a communicated plan. The only plans of 
this type exempted would be plans which 
cover not more than 25 employes or plans 
which were established and are main- 
tained solely for the purpose of comply- 
ing with applicable workmen’s compensa- 
tion laws or unemployment compensation 
disability insurance laws. (In other words, 
in New York state, for example, you 
would not have to file your statutory 
workmen’s compensation coverage nor 
your statutory disability benefits law cov- 








“Oh, | like the different seasons. In summer 
| like winter, and in winter | like summer” 


erage. However, in the latter case it would 
appear that if your nonoccupational disa- 
bility benefits coverage provides benefits 
different from those provided by the stat- 
ute or was established prior to the enact- 
ment of the statute, it would not come 
under this exemption. 

In addition to the more obvious types 
of plans that come under the Act, the Bi 
lowing, if communicated in any way to 
the employes, would undoubtedly also 
have to be included: 


1. Any type of wage continuation plan 
or program whether during waiting pe- 
riods under workmen’s compensation or 
nonoccupational disability coverage or 
supplementary to such benefits ; 

2. Any supplementary payments in con- 
nection with unemployment insurance; 
and 

3. Plans providing death or extended 
disability benefits, whether insured or not. 


Initially, the Act provides that a de- 
scription of each plan including certain in- 
dicated information must be prepared and 
filed by the administrator of the plan with 
the Secretary of Labor not later than 90 
days after January 1, 1959, the effective 
date of the Act or, in the case of a newly 
established plan, within 90 days of the 
date of its establishment. 

For all existing plans, this means that 
the descriptions must be filed by March 
31, 1959. In addition to filing two copies 
of the description with the Secretary of 
Labor, the administrator must make copies 
of such description available for examina- 
tion by any participant or beneficiary in 
the principal office of the plan and, upon 
written request, shall deliver to the par- 


ticipant or beneficiary a copy of such de- 
scription. The plan description will also 
be available at the Department of Labor 
for examination by any interested person. 

The final draft of the Department of 
Labor form for this purpose, known as 
“Form D-1,’” has been released. It is ex- 
pected that the offices of the Wage and 
Hour Administration will be equipped 
with a supply of these which will be avail- 
able on request. Those who have insured 
plans should be receiving from your in- 
surance carrier in the near future a great 
deal of information on this subject, to- 
gether with a sample of the D-1 form, 
since all group insurance companies are 
naturally following this matter very 
closely. 

The second requirement of the Act is 
an annual report containing complete data 
on the financial transactions and results 
under each plan plus considerable addi- 
tional “ae information. This re- 
port must be filed within 120 days after 
the end of the calendar year or, if the plan 
records are kept on a policy- or other fiscal- 
year basis, within 120 days after the end 
of such policy or fiscal year. 

Since the Act became effective January 
1,1959, the logical interpretation of this 
provision would be that the first annual 
report on a calendar-year plan would be 
due 120 days after December 31, 1959 or 
by April 29, 1960. This has been a dis- 
puted subject, since the House Committee, 
which drafted the legislation, claims its 
intent to require an annual report in such 
cases by April 30, 1959. However, the 
President criticized the law because it put 
off the first report for such a long period 
and the Secretary of Labor indicates that 
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the first report date in such a case would 
be the 1960 date. 

By the same token, if your plan’s fiscal 
or policy year ended, say, on January 31, 
1959, the first annual report would have 
to be filed, in duplicate, by May 31, 1959. 
Incidentally, the Department of Labor ap- 
parently interprets this date to be the 
date on which it receives the report for 
filing. 

Whenever your annual report may be 
due, you are also required to publish it in 
the same manner as the report on the de- 
scription of your plan. That is, a copy 
must be available in the principal office 
of the plan for inspection by any partici- 
pant or beneficiary and upon written re- 
quest a summary copy must be provided 
to any. participant or beneficiary. 

Now a word about the information re- 
quired under each type of report. For the 
description of the plan, the following 
items are required: 


. Name and address of the plan. 

. Type of administration. 

. Schedule of benefits. 

. Names and addresses of trustees, if 
any. 

5. Whether the plan is mentioned in a 
collective bargaining agreement. 

6. Copies of the plan, bargaining agree- 
ment, trust instrument contract or 
other instrument, if any, under which 
the plan was established and is op- 
erated. 

7. Source of financing. 

8. Identity of any organization through 
which the plan benefits are provided. 

9. Whether plan records are kept on a 
calendar-, fiscal- or policy-year basis. 

10. If on a fiscal- or policy-year basis, 
date of end of such year. 

11. Procedures for presenting claims and 

remedies available for redress on 

claims wholly or partly denied. 


mw rN 


If the plan is amended, a description of 
the amendment must also be filed and 
published, although the time limits in 
such case are not entirely clear. Presum- 
ably this should be accomplished within 
90 days of the date of amendment. 

For the annual report, the following 
data are stipulated: 


1. Amount contributed by the employer. 
2. Amount contributed by employes. 








. Amount of benefits paid or furnished. 

4. Summary of assets, liabilities, receipts 
and disbursements. 

5. Detailed statement of salaries, fees and 
commissions charged to the plan, to 
whom paid, in what amount and for 
what purpose. 


In addition to the above, when the plan 
is insured, the following data are re- 
quired: 

1. The premium rate or subscription 
charge. 

2. Total premium. 

3; Approximate number of persons cov- 
ered. 

4. Total claims paid. 

5. Dividends or retroactive premium ad- 
justments. 

6. Commissions paid and to whom and 
for what purpose. 

7. Administrative or other fees paid and 
to whom and for what purpose. 

8. Amounts, if any, held to provide bene- 
fits after retirement. 


When a pension plan is the subject of 
the report, complete actuarial information 
is required to be supplied. When trust 
fund financing is used to provide benefits, 
a summary statement of the types of in- 
vestments must be included, valued either 
as regularly reported to the Treasury De- 
partment or, if no report to the Treasury 
Department is required, at their aggregate 
cost or present value, whichever is lower. 
Investments in the securities or properties 
of the employer or employe organization 
or of anyone having an interest in the 
fund must be detailed, unless they are 
securities traded on a regulated exchange 
or of companies registered under the In- 
vestment Company Act or the Public Util- 
ity Holding Company Act. 

A detailed list of all loans to any party 
in interest must also be provided, showing 
the details and conditions of each loan. 

Where insured benefits are provided, 
the insurance carrier will supply the ad- 
ministrator with the data necessary to in- 
clude in the report but if there are assets 
other than those held by and included in 
the insurance company data, the previ- 
ously mentioned type of information will 
have to be supplied with regard to such 
assets so far as it may be applicable. 

The law requires that both the initial 


THE COST OF PENSION AND WELFARE PAYMENTS 

In 1958 American private industry paid an estimated 
$13.7 billion for pension and welfare payments as well as 
other forms of employe security, according to the National 
Industrial Conference Board. These supplements accounted 
for 6.6% of the estimated total of $208.4 billion in wages 
and salaries paid by private employers in 1958. In 1929, 
employe security payments totaled $500 million or 1% of 
the total compensation paid by private industry. 
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plan description and annual reports be 
filed and sworn to by the administrator of 
each plan. By definition, the term “‘ad- 
ministrator” is either (1) “The person or 
persons designated by the terms of the 
plan or the collective bargaining agree- 
ment with responsibility for the ultimate 
control, disposition, or management of 
the money received or contributed ; or (2) 
In the absence of such designation, the 
person or persons actually responsible for 
the control, disposition, or management 
of the money received or contributed, ir- 
respective of whether such control, dis- 
position, or management is exercised di- 
rectly or through an agent or trustee desig- 
nated by such person or persons.” 

Also by definition, the term “person” 
means an individual, partnership, cor- 
poration, mutual company, joint-stock 
company, trust, unincorporated organiza- 
tion, association, or employe organization. 
It would appear that unless some other 
specific designation is contained in the 
plan itself, in individual employer plans 
the employer is the administrator. In some 
cases, however, the plan itself may desig- 
nate a committee or board with power to 
administer the plan in all ultimate te- 
spects. Where a trust has been established, 
the terms of the trust agreement may de- 
termine who the administrator is. If the 
trustee has limited powers relating only 
to investments of funds and the actual 
administration of the plan itself lies else- 
where, the trustee would not be the ad- 
ministrator. Likewise, it would not appear 
that any insurance company would ever 
be considered to be the administrator of a 
plan. 

As you study the law and the suggested 
reporting forms preparatory to making 
your filings, you will undoubtedly find 
various questions arise to which the an- 
swer will not be entirely apparent or will 
be debatable. Since there is no official 
agency from which to seek a definitive 
ruling, you will be largely on your own. 
Your insurance carriers should be the 
source of considerable guidance. In those 
interpretations on which the insurance 
carriers generally agree, you will presum- 
ably, at least, have plenty of company if 
you elect to follow these interpretations. 
This would seem to be a safe path to fol- 
low. However, in individual cases, there 
may well be situations which do not 
clearly fall into any reasonably clear area 
and in such cases the advice of counsel 
will be very much in order. 

The Act provides penalties for failure 
to comply with its provisions. For wilful 
violation the administrator is subject to a 
fine of $1,000 or imprisonment for six 
months. Likewise, he may be held liable 
for a $50 daily payment to any plan pat- 
ticipant or beneficiary for each day he 
fails or refuses to supply such persons 
with a copy of the plan description or an- 
nual report, beyond 30 days from the date 
of the request. 
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Using IDP for Inventory Control 


Frank H. Muns 


rT: MAKE AN INVENTORY of 5,500 ware- 
housed items readily available to 20 
Central Region sales offices, the Westing- 
house Electric Corporation has figura- 
tively moved warehouses in Pittsburgh, 
Cleveland, Detroit and Cincinnati next 
door to one another. 

Physically, of course, this “moving” 
job would not have been possible. Nor 
would it have been desirable from the 
standpoint of a distribution program 
aimed at getting our products to the cus- 
tomer in the shortest time. 

But a new system of integrated data 
processing (IDP), which merges leased- 
wire communications with the random 
access memory of an electronic computer, 
has accomplished the goal of improved 
inventory availability without moving a 
single brick. Through a central pone 
center in Pittsburgh, salesmen throughout 
the region are able to order goods out of 
all the warehouses with equal ease. 

The. objective in developing this sys- 
tem was to improve and modernize our 
order-processing and accounting proce- 
dures. IDP is the vehicle which has sim- 
plified and — up the handling of 


several hundred orders received daily 





FRANK H. MUNS, director of Office Methods and Proce- 
dures, Westinghouse Electric Corporation, Pittsburgh, Pa., 
has been associated with that company since January 1944. 
He received his B.S. degree in Business Administration 
from the University of Illinois and attended the Advanced 
Management Program at the Harvard Business School. He 
has been in his present position for the last five years. He 
is a member of the National Accountants Association and 
the National Office Management Association. The IDP sys- 
tem he describes went into complete use in December 1958. 


from a five-state area. The use of elec- 
tronics gives us immediate access to in- 
formation which contributes greatly to 
over-all efficiency. Added together, these 
factors have enabled us to achieve a most 
important goal—better service to the cus- 
tomer. 

This result is encouraging, for the Cen- 
tral Region IDP system actually is in the 
nature of a pilot operation, with the 
Pittsburgh processing center as its hub. 
Our long-range projection is that the Cen- 
tral Region IDP system will develop into 
a nationwide network, with perhaps a 
half-dozen processing centers intercon- 
nected and intercommunicating. This 
would make any one of the 30,000 prod- 
uct items in the entire apparatus division 
inventory immediately available to any 
sales office in the nation. 

The potential of this type of nation- 
wide program is evident in the effect it 
has had on three important phases of the 
Central Region’s operation: 


Invoicing—With the use of common- 
language punched tape and edge-punched 
cards, order information is fed automati- 
cally into the processing center by leased 
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A case history of the installation of 
IDP for handling invoicing, ship- 
ping, and inventory control 


wire. The computer—which stores in- 
formation on the entire regional inventory 
and customer register—does the billing. 
Invoices averaging just under two item 
lines an order are written at the rate of 
roughly 250 an hour. All invoices are 
mailed the same day the orders are re- 
ceived. 

Inventory Replenishment—Automatic 
feedback of order information gives the 
manufacturing divisions a clear picture of 
activity in the sales regime. The punched 
cards that provide this information are a 
simultaneous by-product of computer in- 
voicing. The same day we sell a motor, we 
inform the motor manufacturing division 
so that it can produce a new one; adjust 
its production schedule; or divert an item 
ready for shipment to a warehouse where 
it is needed. The speed of this reporting 
makes possible new levels of efficiency in 
balancing inventory and having the prod- 
ucts where the customer needs them. Typ- 
ically, one plant—the transformer manu- 
Facturing division at Sharon, Pennsylvania 
—feeds the cards punched during invoic- 
ing directly into its own computer to pre- 
pare shipping stock inventory control re- 
ports. 

Shipping—As another invoicing by- 
product, information on an order is trans- 
mitted directly to the correct warehouse, 
where IDP automatically writes the ship- 
ping papers. During a pilot run of the 
system, a customer called in an order to a 
sales office and said he was sending along 
the official purchase order by mail. Nor- 
mal processing with the new procedures 
worked so quickly that he received his in- 
voice and the goods were delivered before 
the purchase order was received at the 
sales office. 


THE EQUIPMENT 


The IDP system that accomplishes these 
things was designed by us with help from 
the Standard Register Company. It makes 
use of: Tape-reading-and-reproducing 
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typing units in the 20 Central Region 
sales offices; an existing leased-wire trans- 
mission network with which sales offices, 
processing center and warehouses can 
communicate; and, in Pittsburgh, an IBM 
305 RAMAC data-processing machine— 
a random-access method of accounting 
and control. 

This means that we are able to practice 
in-line order-processing. Orders are han- 
dled as they are received from the IDP 
network, without the need for sorting or 
grouping. Information is stored and up- 
dated within the computer in similar ran- 
dom fashion. This information includes 
data on some 5,500 product items and 
4,000 customers, as well as tax, shipping 
and pricing information. The 50-disk 
“memory” of the 305 RAMAC has a 
capacity of five million alphamerical (let- 
ter or number) characters. But it takes 
only 300 characters to store charge-to arid 
ship-to address information for each cus- 
tomer. The computer seeks out this rela- 
tively tiny bit of information almost in- 
stantly without scanning the other stored 
data. 

Of the product items normally inven- 
toried in the Central Region’s four ware- 
houses, at least 50 per cent are common 
to more than one warehouse. With IDP 
system communications and the random 
access to stored information, a salesman 
in Cleveland who wants to fill an order is 
able to locate the item needed—right 
down to warehouse floor location—and 
obtain it even though the warehouse in 
his own city may be out of stock. Nation- 
ally, the scope of this service will be even 
more valuable, since there are some 30,000 
items in 46 warehouses with which to 
contend. 


THE PROCEDURE 

This is the way the automated sys- 
tem streamlines Westinghouse procedures 
when a typical order is Sarak at a Cen- 
tral Region sales office: 

A preliminary editing determines 
whether the items ordered are warehoused 
and, if so, from which warehouse the or- 
der should be shipped. The customer's 
order is then given to a Flexowriter op- 
erator, who uses master edge-punched 
cards to automatically type customer and 
product information. 

These data, with variables such as quan- 
tity entered manually, are reflected in an 
order proof sheet which is typed and a 
tape which is produced by the Flexo- 
writer. Accuracy on this first writing is 
virtually assured; but if any errors are 
made, they can be corrected quickly since 
on-the-line wire transmission is not in- 
volved. 

After a swift sight-check of the order 
proof, the tape which has been made is 
placed in the tape-reading unit of a 
leased-wire transmitter, which sends the 
order information to the processing center 
in Pittsburgh. This is received in two 
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“| think I’ve located the trouble, professor!” 


forms—a single-copy order proof in the 
leased-wire receiver and an order tape 
made by a reperforator linked to the re- 
ceiver. The receiver is equipped with a 
form feed-out device which automatically 
advances the paper from one form to the 
next quickly and is compatible to the 
electric automatic linefinder on the Flex- 
owriter. Like all documents written in 
this system, the order proofs are printed 
on Kant-Slip continuous marginally 
punched forms. 

The order tape received in Pittsburgh 
is processed through a tape-to-card con- 
verter to give the computer input infor- 
mation in punched-card form. These 
cards are placed at once in the computer 
and the 305 RAMAC carries out the in- 
voicing operation. It determines unit 
price, figures extensions, computes the to- 
tal-order price, determines sales and use 
taxes and gives all the other informational 
data stored within it for the items or- 
dered. As the processing section of the 
computer begins handling another order, 
the printed output unit prepares the in- 
voice in something under 15 seconds. 

Invoices are issued from the printer on 
a five-part continuous carbon-interleaved 
set. The original issuing office copy is 
kept at the processing center; three in- 
voice copies are sent to the customer that 
day; and an office copy is kept for use as 
needed; often as a shipping notice or 
sales record, if requested by the customer. 

At the same time the invoices are 
printed, the computer produces three sets 





on punched cards—transmission, statisti- 
cal, and, if needed, back-order cards. 

The transmission cards are the com- 
puter’s link with the shipping phase of 
the IDP system. Converted to punched- 
tape form, the information they contain is 
transmitted by leased-wire to a receiving 
unit in the warehouse. There shipping 
documents are printed in the receiver on 
continuous forms. A two-part document 
is used when the order is to be delivered 
by parcel post. It consists of a shipping 
order copy used to pull the material in the 
warehouse and then sent to the sales of- 
fice as notice of shipment; and a perfo- 
rated second copy which is separated by 
warehouse personnel. A portion is used 
as a packing slip and another portion as 
a label. 

When a bill of lading is needed, two 
copies are ae by three bills of 
lading in a five-part set. The latter con- 
tinuous carbon-interleaved copies are 
given to the carrier, to the accounting de- 
partment and to the sales office for refer- 
ence in case of customer inquiry. 

Essentially, this is the normal operating 
routine for handling an order: IDP sys- 
tem feeds order information to the proc- 
essing center; it is processed electron- 
ically; and, then sent by IDP system 
methods, to the warehouse for shipping. 


HANDLING EXCEPTIONS 

There are exceptions to the procedure 
outlined, of course, and the handling of 
back orders is one of interest. Before each 
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deck of order cards is placed in the com- 
puter for invoicing, there is a five-second 
pre-run to determine stock availability at 
the designated warehouse. If not avail- 
able, the 305 RAMAC automatically types 
out the stock deficiency and designates the 
warehouses at which the product is avail- 
able. A stock controller at the processing 
center has three courses of action: 1) 
Draw from the other warehouses (if that 
is possible) or, 2) partially ship the or- 
der from the warehouse designated, or 3) 
hold the order until more stock is avail- 
able. 

In the event of a partial shipment, the 
order goes through a regular invoicing 
run. The computer automatically pre- 
pares separate cards for the items shipped 
and items back-ordered, and enters the 
needed stock in the reserve balance. In 
addition, back orders are prepared in a 
separate run on the 305 RAMAC using 
a three-part continuous carbon-interleaved 
form set: One copy for the back order 
file; one to the originating sales office; 
and, one as a customer acknowledgment. 

Another departure from the normal or- 
der-processing routine is the inquiry pro- 
cedure. If, for example, a salesman re- 
ceives an order for 25 items contingent 
upon immediate delivery of the entire 
order, the sales office sends a leased-wire 
message to the Pittsburgh processing cen- 
ter asking if the 25 items are available. 
The inquiry comes in on a receiver re- 
served for this purpose. 

An operator types the item’s computer 
address on the 305 RAMAC’s console 
typing keyboard. As she finishes typing 
the five-digit “message,” the computer 
immediately types back an accounting of 
the stock status for that item at all four 


regional warehouses. This information is 
then sent to the sales office and the sales- 
man knows within a matter of minutes 
whether the order can be filled com- 
pletely. 

This speedy inquiry system will be in- 
valuable for cases in which there is some 
doubt about the item’s stock status. But 
many questions of this type will be pre- 
answered by a daily stock-status report on 
“critical” items that is prepared at the 
end of each day by the computer and 
then transmitted to each sales office as a 
supplement to the complete weekly stock- 
status report. 


STATISTICAL CARDS—A BY-PRODUCT 

An IDP system by-product is the pro- 
duction of the statistical cards previously 
mentioned. The cards issued by the proc- 
essing center’s 305 RAMAC go directly 
into these operations: 

Accounts Receivable—A centralized 
punched-card data-processing installation 
for the entire apparatus division uses 
these cards and a printed control sheet 
(prepared by the computer) for its nor- 
mal accounting procedures. The depart- 
ment is relieved of manually card-punch- 
ing Central Region information. 

Sales Records—The computer accumu- 
lates sales statistics by product, salesman, 
territory, etc., from the IDP system op- 
eration. All punched cards are used in an- 
other computer at company headquarters 
in Pittsburgh for sales analysis. 

Billing Cost Distribution—Punched- 
card data processing has replaced manual 
costing of each invoice and compilation 
of total billings and costs by hand-oper- 
ated calculators. 


AUTOMATION AT WORK 
R. H. Macy & Company, Inc., New York, has begun 
work on an installation, scheduled for operation in 1961, 
which will speed up preparation of customers’ statements 


and cut record-keeping costs. 


The installation will include an all-transistor National 
Cash Register 304 computer and 40 other machines that 
will handle automatically the 750,000 customer accounts 
which Macy has. Only one manual input operation will be 
needed to prepare the millions of statements issued annu- 


ally. 


After the customer makes a purchase or a payment, the 
information will be recorded on punched paper tape and 
the data-processing system will automatically enter the 
transaction from the tape and subsequently produce the 


customer's statement. 


The installation will also have other applications, includ- 
ing automated compilation of merchandising statistics and 
. it is planned to use it for payrolls and accounts payable. 
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Tax Calculations—Separate operations 
receiving by-product information from 
computer-produced cards include calcula- 
tion of absorbed taxes and their distribu- 
tion, and the distribution of sales and use 
taxes. There has been a great reduction 
in time-consuming card-punching. It is 
planned that in the future, the entire com- 
putation of company tax liability in the 
many areas in which it does business will 
be performed by the computer. 

Inventory Activity Data—Punched cards 
produced by the IDP system go to the 
manufacturing divisions for preparation 
of production-scheduling and inventory 
controls. With 46 warehouses stocking 
products of each of our many manufac- 
turing plants, preparation of these in- 
ventory reports was a major accounting 
burden in the past. When a nationwide 
IDP system is achieved, this will be elim- 
inated. The availability of these cards 
cuts in half the time needed for prepara- 
tion of monthly inventory control reports. 
As a result, action can be taken a week 
earlier than was previously possible. 

It is a fortunate union of integrated 
data processing and random-access elec- 
tronics that achieves these improvements. 
Development of the system began three 
years before it was put into operation. 
And, as important as the computer is to 
the processing center, it was the last com- 
ponent to be installed. 

Starting with the basic knowledge of 
what we had to do, we developed plans 
for the IDP system network and proce- 
dures long before the computer was avail- 
able. During this study period, when the 
305 became available, we were ready to 
fit it into the IDP system. The use of 
leased-wire transmission and common- 
language media speeded procedures, in- 
creased accuracy and made the system 
available to remote sales offices at mini- 
mum expense. 

The combination worked out well from 
the start. It has simplified pricing opera- 
tions, which are now, with minor excep- 
tions, self-contained in the computer; it 
has improved the inventory and replenish- 
ment situation by making information 
available more quickly; it has expedited 
accounting procedures from invoicing to 
the most detailed tax computations; and, 
last, but most important, it has speeded 
shipping operations. 

These are the reasons integrated data 
processing has been the key instrument 
in the apparatus division’s goal to provide 
better customer service through internal 
improvements. 


RELATED READING: Other articles that 
pertain to order and inventory procedures 
have been published in the following is- 
sues of THE CONTROLLER: January 1959; 
August and May 1958; September and 
August 1957. 
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Wauart you are looking at (see left) is the 
business story of the year —a simple, sure, 
almost incredibly efiicient automation method 
known as FripEN TaPE-TALk. This strip of 
Friden punched paper tape contains part of an 
invoice... figures and words, written out, 
calculated and related, captured in the holes. 
Data has been punched here by one of the 
Friden Tape-Talk units, and the same or another 
similarly talented Friden Tape-Talk unit can 
extract it again from the holes, restore it 
to conventional, readable form. Or the 

invoice tape itself 


can command other Ge 


machines to reproduce 
selected data for 
other accounting or 
statistical purposes. 
All automatically — 
without chance for errors, without operator 
decisions or even manual movements. 
Each Friden Tape-Talk unit is practically a 
“‘system’”’ in itself. You’re on your way 
to an Automatic Office the day your first 
Tape-Talk unit goes on the job. 
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When Is a Lease a Sale 


for Tax Purposes ? 


David Schaff 


N THE MACHINERY equipment field, a 
| widely used method of doing business 
is the “lease with option to purchase” 
plan, as distinguished from the “direct 
sale’ plan. There may be substantial tax 
advantage for the acquirer in leasing 
equipment while retaining an option to 
purchase instead of making a straight 
purchase. 

In a straight purchase of equipment, 
the purchaser may depreciate the cost of 
the equipment for tax purposes, ratably, 
over a period measured by the estimated 
life of the equipment. Taxable income, 
in each year during this period, is reduced 
by the amount of ss rap agen for such 
year, and the tax payable for such year is 
reduced proportionately. The disadvan- 
tage in a straight-purchase deal is that 
payment for the equipment may be made 
in full or within a relatively short period 
of time, thus reducing working capital, 
while the period of deductibility must be 
spread over a relatively long period. 

In a lease arrangement, the amount de- 
ductible and the year in which such 
amount is deductible coincide with the 
amount paid and the year in which such 
payment is made. 





DAVID SCHAFF is a certified public accountant as well 
as an attorney at law with offices in Brooklyn, N. Y. He 
is a graduate of Brooklyn Law School (cum laude) with a 
prize for excellent scholarship; a member of the New York 
State Society of Certified Public Accountants and the As- 
sociation of the Bar of the City of New York as well as 
the New York County Lawyers Association. He has been ac- 
tive in the field of taxation for many years and has writ- 
ten articles on taxation for Taxes, the Tax Magazine, the 
Journal of the Patent Office Society and Bar Management. 


TAX AUTHORITIES AND THE 
“LEASE WITH OPTION TO PURCHASE” 


The tax problem arises when the ac- 
quirer of the equipment attempts to “‘have 
his cake and eat it, too.’” To accomplish 
this the “lease with option to purchase’”’ 
method is used. As long as this method 
is not used as a disguised excuse for tak- 
ing deductions over a shorter period of 
time than would otherwise be allowable, 
the tax authorities do not object. 

They do object, however, to the follow- 
ing type of transaction. Equipment, with 
a recognized useful life of eight years, is 
leased for a period of two years. The lease 
agreement provides for rental payments, 
the total of which for the two years is 
only slightly less than the full cost would 
be if the equipment were purchased. The 
lease provides further that at the end of 
the two-year period the lessee of the 
equipment, at his option, may pay a nomi- 
nal amount to purchase the equipment. By 
sheer coincidence, such nominal amount 
bears a striking resemblance to the differ- 
ence between the rental payments already 
made and the list price of the equipment 
plus finance charges. By this means, the 
lessee-purchaser of the equipment hopes 








i oe ee 


bb a FEBRUARY 1959 





70 





The problems which arise in 
connection with “lease with 
option to purchase” agreements 


to deduct the major amount of the cost of 
acquisition of the equipment over the 
two-year term of the lease rather than 
over the eight-year period of useful life 
of the equipment. 

Taxpayers have attempted many varia- 
tions in the procedure described above in 
their effort to get a faster tax writeoff 
than would be available through regular 
depreciation. 


ATTEMPTING TO 
OBSCURE THE OBVIOUS 


Western Contracting Corp. v. Com. 
(T.C. Memo, April 30, 1958) typifies the 
ingenuity of taxpayers in obscuring the 
obvious which the tax authorities must be 
on the alert to penetrate. A construction 
company signed leases calling for monthly 
payments for the use of 93 pieces of 
heavy construction equipment. The dealer, 
on the same day, mortgaged the equip- 
ment to a bank, with the consent of the 
taxpayer, Western Contracting Corp., for 
loans which were substantially equivalent 
to the full amount of the rental price of 
the equipment or the retail list price of 
the equipment. By this method the dealer 
received all or the greater part of the sell- 
ing price of the equipment. At the end of 
the lease period, the equipment was of- 
fered and sold to the taxpayer for a small 
amount which approximated the differ- 
ence between the total rents paid and the 
list price of the equipment plus the fi- 
nance charges of the bank. There was 
testimony that these arrangements were 
becoming commonplace in the heavy con- 
struction industry. The court held that 
the rental payments were installment pay- 
ments of the purchase price and not de- 
ductible as rents paid. An amount equal 
to more than three-fourths of the list price 
was paid over a period covering less than 
one-third of the useful life of the equip- 
ment. 

(Continued on page 72) 
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MAKES 
AUDITING EASIER 


NEW YORK, N. Y. 

The toll tickets which operators at 
The New York Telephone Company 
make out for long-distance calls are 
sometimes needed in two places at 
the same time. The company’s Peg 
Count Bureau uses the tickets to 
analyze telephone traffic volume for 
management. And the accounting de- 
partment must have them to bill 
subscribers. 

No dilemma, now. Running the 
tickets through a Recordak Micro- 
filmer (which takes up to 400 pictures 
per minute) lets the Peg Count Bureau 
release tickets promptly, ending bill- 
ing delays. And, equally important, 
the Bureau can now make its audit 
studies more efficiently from the 
microfilms projected in Recordak 
Film Readers. No more peak periods 
and pressing deadlines. 


How a similar short cut 
can work for you 


Businesses of every type are using 
Recordak Microfilming to audit and 
analyze their accounts without inter- 
rupting daily posting operations. In 
branch offices, for example, accounts 
are “frozen” as of any date and 
Recordak Microfilm copies sent to 


Recordak Film Reader enlarges items sharp and clear 


soaps 








centralized audit in home office. This 
cuts need for costly field audits. And 
protection is increased automatically 
by filing film record in a separate loca- 
tion. Often, this cuts insurance costs. 
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Short cuts with Recordak Microfilming 


Latest report on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns 
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Write for free booklet showing how 
Recordak Microfilming serves com- 
panies like yours. Or have a Recordak 
Systems Man call. No obligation 
whatsoever! ‘“Recordak’’ is a trademark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
now in its 31st year 
eeeeevee “MAIL COUPON TODAY: -ceceeeceeecececese 

















2 RECORDAK CORPORATION Pe 
e 415 Madison Avenue, New York 17, N. Y. : 
¢ (J Send free copy of “‘Short Cuts that Save Millions.” ° 
* © Have local Recordak Systems Man phone for appointment. 
Name i ae : 
z Company as I= . 
: Type of Business 
: Street ; 
. City State ; 
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Not every deal of this type is treated 
the same way by the tax authorities. In 
the above case, evidence was presented of 
a tax examination in which another dealer 
was required to take depreciation on the 
equipment, since it was claimed that un- 
der the particular lease arrangement the 
dealer continued to own the property. 


A GUIDE TO TAXPAYERS 


To account for the difference in treat- 
ment and as a guide to taxpayers, the tax 
authorities issued a ruling, the purpose of 
which was to state the position that would 
be taken and the standards that would be 
applied in examining and determining 
tax treatment of leases of equipment 
(Rev. Rul. 55-540, 1955-2 CB 39). 

While recognizing that there are many 
sound business reasons for entering into 
a lease arrangement, the ruling states that 
one reason may be the distinct tax ad- 
vantage that may result because of the 
different timing of the deduction for rent 
as compared to depreciation. 

Five types of agreements are described 
in the ruling to illustrate their general 
form: 


1. The short-term agreement for mo- 
bile equipment or relatively small articles 
of equipment is expressed in terms of an 
hourly, daily, or weekly rental, and the 
rates are usually high in relation to the 
value of the article. The lessor is respon- 
sible for all the costs of maintenance, re- 
pair, insurance, etc. The option to pur- 
chase, if it is expressed in the agreement, is 
at a price which approximates the fair 
market value of the article at the time the 
option is to be exercised. 
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2. There are rental agreements based 
on units produced or mileage operated 
and these are used by taxpayers engaged 
in the business of leasing personal prop- 
erty to others as their principal business 
activity. An alternative is a rental rate 
based on normal operations plus a sur- 
charge for use in excess of the agreed 
normal usage. The agreement may be 
terminated by either party upon due no- 
tice. Where there is an option to pur- 
chase, the option price has no relation to 
the amounts paid as rentals. 

3. Some rental agreements cover a short 
period in relation to the life of the equip- 
ment, and the payments cover the normal 
purchase price plus interest. Provision is 
made for title to pass to the lessee after 
payment of a stated amount of rentals or 
on termination of the agreement upon 
payment of an amount which when added 
to the rentals already paid approximates 
the normal purchase price of the equip- 
ment plus interest. 

4. Two distinguishable rental periods 
are provided in some agreements in which 
the rental paid in the initial short period 
approximates the normal cost of the 
equipment plus interest. In the second 
rental period which covers the remaining 
useful life of the equipment, the rental 
payments are insignificant compared to 
the initial period. There may or may not 
be any provision in the agreement which 
provides for a transfer of legal title. 

5. A variation of the preceding agree- 
ment calls for a finance or credit company 
to purchase the equipment from the man- 
ufacturer subject to the lease agreement 
or to enter into such lease agreement di- 
rectly after acquiring title. 
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The ruling states that agreements which 
are of the type mentioned in 1 and 2 
above will usually be considered leases. 
Agreements which are described in 4 and 
5 above will usually be held to be sales 
contracts even where there is no provision 

for the passing of title. , 

There is a separate statement with ref- 
erence to 3 which indicates that initially 
an agreement which falls within the de- 
scription will be considered a sale. How- 
ever, the existence of ‘compelling fac- 
tors” indicating a different intent could 
alter such a determination. There is no 
clarification of the term “compelling fac- 
tors” but it may be presumed that the 
relative weight of the si reasons as 
against the tax consequences might be one 
important element. 

For a taxpayer to get a rent-paid de- 
duction for payments made under the 
agreement, it must be determined to be 
lease and not a conditional sales contract. 
The crux of the problem is whether, as a 
result of the rental payments, the tax- 
payer has acquired, or will acquire, title 
to, or an equity in the property. 


DETERMINING SALE OR LEASE 


Generally, it will be determined that 
the transaction was a sale rather than a 
lease if one or more of the following con- 
ditions are present: 


1. Some part of the payments are to 
apply to an equity to be acquired by the 
taxpayer making the payments ; 

2. After making a certain amount of 
payments, title is to pass to the lessee; 

3. The rent to be paid for a short pe- 
riod of use is an unusually large propor- 
tion of the total amount to be paid for 
the transfer of title; 

4, The rent paid under the agreement 
is much greater than the current fair rent 
indicating that the payment is for some- 
thing in addition to the use of the prop- 
erty ; 

5. The purchase option price is nomi- 
nal in relation to the value of the prop- 
erty when the option may be exercised, or 
is small when compared to the total pay- 
ments to be made; 

6. Some part of the payment is speci- 
fied as interest or is readily recognizable 
as such. 





Many states provide for the recording 
of conditional sales contracts to protect 
the vendor’s lien against creditors. But 
whether or not there is a recording will 
not be controlling in determining whether 
the agreement is a sale or lease for fed- 
eral tax purposes. 

Clearly, the statement that the transac- 
tion is a lease will not establish the nature 
of the agreement. A willingness to meet 
the requirements of the tax authorities is 
the minimum cost for obtaining any cal- 
culated tax advantages in a “lease with 


option to purchase.” 
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... Or 1s 1t under control? 


with Burroughs Accounting Machines, you know 


Best bet for any businessman harassed by accounting data that’re 
tardy, error-ridden or just plain inadequate: bring Burroughs Sensi- 
matic Accounting Machines into action fast. 








It doesn’t matter where the trouble is— payroll, receivables, payables, 
inventory or elsewhere. The Sensimatics can take on any one job or, 
at the flick of a knob, wrap up many—quickly and automatically. 
And you can be sure that the figure-facts you need to comprehend, 
control and guide your business with pinpoint precision will be in 
your hands when you need them. 


Details? Demonstration? Call our nearby branch, or write to 
Burroughs Corporation, Burroughs Division, Detroit 32, Michigan. 


Burroughs and Sensimatic—TM’s 


Burroughs Corporation 


‘NEW DIMENSIONS || in electronics and data processing systems” 









Walter F. Teichgraber 


RINTING COSTS can provide an area for 

tremendous savings. This significant 
fact was brought home to us as a result of 
an integrated forms control program initi- 
ated by American-Standard almost two 
years ago. 

The results of our program have been 
more than gratifying. Within one year’s 
time, proper integrated control of a por- 
tion of our printing requirements enabled 
us to realize a saving of up to 20 per cent 
of the dollar value of that segment of our 
printing costs. 

Heretofore, like many other companies, 
we had conducted our printing operations 
on a loosely controlled basis. At one time, 
we maintained a printing division that 
supplied forms for the various units in 
our organization. Later on, we contracted 
our printing. But at no time did any one 
official or department have the responsi- 
bility for over-all forms control. We did 
have a Forms Control Committee, but its 
function was very limited. 

In the past, a large number of people 
had the authority to design their own 
forms and give the specifications to the 
printer. As a result, there were all sizes of 
forms, printed in many instances on ex- 
pensive stock. Unnecessary binding opera- 





American-Standard’s Cost-Cutting 
Forms Control Program 


tions and use of colored stocks of paper, 
where no real need for them existed, were 
not unusual. Since the organization used 


more than 1,200 forms, the additional * 


cost of this type of practice was consid- 
erable. 
Lack of central control also resulted in 


the usage of many forms in nonstandard 


sizes that were not divisible into the 
standard sizes of paper bought by print- 
ers. Such forms, for example, were or- 
dered to fit certain types of folders or 
binders. But it meant that American- 
Standard had to pay for the waste, or ex- 
cess paper, because the printer was not 
set up to print the odd sizes. 

One survey we conducted, preceding 
the institution of our forms control pro- 
gram, revealed that at least several thou- 
sand dollars a year in expense could not 
be reconciled with the cost of printing. 
Further investigation showed that this 
money was being spent for spontaneous, 
intermittent ordering of forms by our ap- 
proximately 250 using points on an un- 
scheduled, sporadic basis—in other words, 
the difference between the controlled price 
under a printer's contract and the job-lot 
price. This was the situation when we de- 
cided to institute a central control over 
the printing of our forms. 





WALTER F. TEICHGRABER during 31 years of service with 
American Radiator & Standard Sanitary Corporation, Pitts- 
burgh, Pa., has successively held these positions: Assistant 
manager and manager, Catalog Department, Advertising 
and Sales Promotion Department; manager, Stationery 
Department, Printing Division; chief clerk, then superintend- 
ent, Printing Division; (military service, September 1943- 
October 1945); supervisor, General Office Services, Pitts- 
burgh General Office; systems analyst-forms, Plumbing 
and Heating Division; and forms control administrator. 
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A new approach to printing 


saved 20°, of the cost of 
printing forms and records 





ESTABLISHING 
FORMS CONTROL PROCEDURES 


Our first step was to set up a forms 
control program and to supervise the 
printing and procurement of all forms 
and to establish policy on the types of 
forms to be used. The next step was to 
find a printer who would fit in with our 
program. 

We selected one located in Nashville, 
Tennessee. Our decision was based on the 
fact that the company had developed its 
own program to provide major companies 
with a sensible, cost-saving, integrated 
plan for procuring all essential printed 
business forms. Its integrated procurement 
plan dovetailed very neatly with our own 
ideas on reorganizing our forms printing 
and procurement. Because of this, the 
company has been able to act, in effect, as 
an arm of our own organization. 

Together with our printer we set up 
our control procedure. Our initial pro- 
gram takes in four of our major divisions. 
In addition, corporate forms used by our 
legal, control and finance, public rela- 
tions, marketing, manufacturing and tech- 
nical services, research and personnel ad- 
ministration units also come under the 
new program. The forms-ordering activ- 
ities of the 250 using points are integrated 
in the new system. 

Under their integrated procurement 
plan, the printer does all the detail work of 
surveying the requirements of all using 
points and determining how and where 
savings can be made. Our Forms Control 
Administration office supervises the entire 
operation, assuring that every division and 
every using point understands and coop- 
erates with the procedures as they are set 
up. The policing action of our Forms Con- 
trol Administration office insures proper 
and prompt ordering by each of the 250 
units. 

After a careful preliminary study of 
printed form requirements, the printer 
instituted a system of periodic surveys to 
make possible a smooth-ordering printing 

(Continued on page 76) 












Why a new Royal turns out more and better work than the time-worn machines you’re now using. 


Finger-balanced touch...the 
only standard with touch 
tailored to each finger—closest 
approach to electric touch in all 
standard typing. 


Finger-form keys are double- 
molded to cushion fingers com- 
fortably—shaped to keep fingers 
from slipping off—assuring 
speed and accuracy. 


No-smudge ribbon change 
..- She can put in a fresh Twin- 
Pak® in 9 seconds. Her fingers 
never need touch the ribbon. 
No winding—ever. 


How many of these Royal 
@ advancements does your. 
secretary enjoy? 


None of them... 





if her typewriter is 


@ more than 5 years old. 


MORAL: Cut costs... trade in your old 
slow-poke typewriters on new Royal Standards 





a 
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No-skip space bar slopes to 
fit her thumbs comfortably. It 
positively will not bounce— 
even if she could type as fast as 
160 words per minute. 


Snap-out cylinder takes % sec- 
ond to remove for cleaning or 
changing. No waiting for service 
—though Royal service is re- 
nowned for speed. 


Line Meter tells her how many 
typewritten lines to the end of 
the page so she’|] leave room for 
your signature. So simple, yet 
you’ll find it only on a Royal. 


Lightning carriage return 
whips back at a touch via the 
positive-action line space lever. 
No slamming needed—and it’s 
blessedly quiet. 


Five cheerful colors in pleas- 
ant two-tones give a lift to your 
office, blend with your décor. 
You choose—and you pay not 
a cent extra. 


® 
GYAL standard Product of Royal McBee Corporation, World’s Largest Manufacturer of Typewriters. 


THERE ARE MORE ROYAL TYPEWRITERS IN OFFICE USE THAN ANY OTHER KIND. 














and distribution schedule. This, plus regu- 
lar Forms Activity Analysis Reports from 
the printer, eliminated the necessity of 
all but a minimum amount of internal 
routine activity at American-Standard. 
Without these surveys and Forms Activ- 
ity Analysis Reports, American-Standard 
would have had to devote unnecessary and 
costly manhours to such repetitious and 
time-consuming tasks as soliciting quota- 
tions on printing jobs, writing purchase 
orders, following up on orders, handling 
and processing of thousands of invoices, 
etc. 

In addition, through combination or 
“gang runs” and tie-in with production 
requirements of the printer's other con- 
tract customers, printing costs were re- 
duced. Production was planned to keep 
turnover of forms at a high rate, which 
meant that we did not have a large in- 
vestment tied up in inventory. Losses due 
to obsolescence or revisions were mini- 
mized by continual reviews of forms re- 
quirements. 


A TIMED SURVEY 

Specifically, this is how our new forms 
control program works: 

Each of our 250 using locations re- 
ceives an IBM inventory card from our 
_ printer at regular intervals, which are 
called “survey periods.” The cards are 
called “traveling requisitions.’’ They con- 
tain such information as the numbers of 
the forms being surveyed, the titles of the 
forms, and other pertinent data which we 
need for effective control. 

Units receiving the cards must fill in 
these data: Date the card is processed, 
stocks of each form on hand (even if the 
form is not in current use), the amount of 
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forms used every month, the sped of 


forms that is currently desired, and the 
signature of the person authorized to 
make the requisition. 

The cards are mailed by the printer so 
as to reach the units on or before the 15th 
of the month. All cards must be returned 
before the first day of the following 
month in order to facilitate inclusion of 
orders in combination runs. Orders that 
are delayed will not be filled unless ap- 
proved by the American-Standard Forms 
Control Administration office, since fail- 
ure to be included in scheduled produc- 
tion runs necessitates special printing at 
higher cost to the using unit involved. 

Such orders are designated as special 
orders, as are those that result from ex- 
haustion of stock or when special printing 
requirements are necessary. All late or- 
ders from the using points coming into 
the printer are sent by him to the Ameri- 
can-Standard Forms Control Administra- 
tion office with a full explanation. Before 
approving and returning such orders to 
the printer for processing, the Forms 
Control Administration office tries to have 
the necessary forms transferred from 
those units whose last inventory indicated 
a surplus on hand of similar stock. It is 
possible to determine if such surpluses are 
available by checking the Forms Activity 
Analysis Reports. 

When all using point survey cards, also 
known as traveling requisitions, are re- 
ceived by the printer, they are punched 
through the IBM machine at their office. 

Originally, we had contemplated doing 
these operations ourselves. However, this 
would have meant increasing our staff by 
at least three persons. In addition, it 
would have involved squeezing extrane- 
ous procedures into our current IBM op- 
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“No, | was not looking for you!” 
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erations and consuming a great deal of 
valuable time evaluating the information 
received from our 250 using locations 
during the survey periods. Since the 
printer, because of his integrated procure- 
ment plan, was geared for such opera- 
tions, we decided to have him carry out 
this phase of the program. 


COORDINATION OF REQUIREMENTS 

By receiving the inventory cards at a 
specified date, the printer is able to de- 
termine at once the requirements of all 
using units. This permits maximum econ- 
omies, since all requirements can be sched- 
uled for combination or gang run printing 
operations. In addition, since all forms are 
completed and shipped at approximately 
the same time in bulk quantities, to each 
of the using points, shipping and receiv- 
ing costs are reduced. 

Two refinements in this procedure have 
resulted in further economies: 


1. Our Forms Control Administration 
office, working with the printer, made 
a study of each individual using loca- 
tion’s requirements over a period of 
years. The study showed that these 
using points were ordezing their forms 
too frequently. Therefore, we have cut 
down the number of surveys made on 
several types of forms. In most in- 
stances, the reduction has been from 
three surveys a year to twice a year; in 
many cases, to once a year. The saving 
is twofold: By printing a greater quan- 
tity at one time, printing and handling 
charges are cut; by reducing the fre- 
quency of surveys, we reduced the la- 
bor time we spent at the operation. 
2. The printer designed a smaller inven- 
tory card which cut in half our mailing 
and postage costs for the surveys (an 
important point with recent postal in- 
creases) and made it possible to proc- 
ess information more quickly and ac- 
curately. 


STANDARDIZATION OF FORMS 

A continuing problem facing com- 
panies which require a great variety of 
business forms is the fact that certain 
forms are designed in nonstandard sizes. 
This means that these forms must be spe- 
cially printed and cannot be combined 
with other standard-size forms on com- 
bination runs. An additional service by 
the printer, known as a Pre-Survey Report, 
helps us cut down on these expensive non- 
standard-sized forms. 

A month before the inventory or sur- 
vey card goes out, the printer submits this 
Pre-Survey Report. The report lists the 
using points and the types of forms to be 
surveyed in the coming month, and rec- 
ommends any changes in paper sizes, 
stock and forms make-up which will re- 
sult in standardization of the odd sizes. 
Such recommendations are then consid- 
ered by us, and if feasible, the forms are 
redesigned. 

























Here’s an example of one saving that 
resulted from a Pre-Survey Report rec- 
ommendation that was approved by the 
Forms Control Administration office. One 
of our plants was ordering a form 614” 
x 914”. This necessitated the use of a 
standard sheet of 814” x 11”. The next 
smaller standard size sheet available to 

rinters is 6” x 914”. Yet, because of the 
extra 14 inch (614”), we had to pay for 
the cost of the larger standard size of 
8,” x 11”, as well as the cost of trim- 
ming. The printer suggested cutting the 
form down to the standard 6” x 914.” size. 
Since there was no special reason for us- 
ing the larger form, this was done, with 
the result that the cost of the form was 
cut by about 40%. The 40% saving re- 
sulted from our being able to print on 
the smaller 6” x 914” sheet in a combined 
run and from a lower cost for the smaller 
size paper. 

Every month, following receipt of the 
survey reports, and actual printing and 
shipping of the various jobs, the printer 
submits a Forms Activity Analysis Report. 
This report lists in detail pertinent data 
_enabling us to control each location’s us- 
age, inventory turnover and cost. For 
quick identification, each of the 250 using 
stations is designated by a code number. 

As a result, the Forms Control Admin- 
istration office has a clear picture by means 
of which it can tell at a glance if the con- 
trol program is being adhered to and what 
possible ener can be made for 
increased efficiency. 

The Forms Control Administration of- 
fice in one instance spotted a form that 
was printed in green ink. After determin- 
ing that there was no special need for use 
of this particular color, the unit was con- 
vinced that black would serve the same 
purpose. As a result, we were able to ef- 
fect a sizeable saving, since the use of 
black ink makes it possible to print the 
form in combination or gang runs with 
other types. 

Very often a using point will submit a 
revised copy of a form because of certain 
peculiarities of use related to the work in- 
volved. If such a form is used only by that 
particular unit, the change is made with- 
out question. But if the form change in- 
volves other units, they are contacted for 
prior approval. In most cases we can save 
the cost of printing special forms for iso- 
lated using stations. 


CONSOLIDATED BILLING 

Our integrated contract with the printer 
also has made it possible to eliminate ap- 
proximately 7,000 invoices a year. This 
has been a great saving to us, since it has 
spared us the job of processing and han- 
dling the invoices as well as the time and 
expense involved in writing out 7,000 
different checks. One check now pays all 
the bills. 

Here is how it works. Under the previ- 
ous system, if one of our branches ordered 
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20 different forms, for example, our Ac- 
counts Payable Department would receive 
20 separate invoices. Today, only one 
Master Invoice for the total amount due 
for the four divisions is rendered by the 
printer to our Accounts Payable Depart- 
ment. In addition, the Forms Control Ad- 
ministration office receives a copy of each 
Master Invoice. Attached to the Master 
Invoice is information keyed to our ac- 
counting distribution needs. A code num- 
ber designates each using point, making 
it easy for our office to reassign the costs 
to the individual using points. 

It has been possible to establish this 
Master Invoice procedure because the 
printer electronically processes the survey 
reports received from the using points to 


determine total charges. This total charge 
is paid by us with one check, rather than 
the many checks we had to pay before 
when each using point produced an in- 
voice for each type of form that it or- 
dered. 

Although our first year and a half of 
operation has brought us such gratifying 
results, we feel that the benefits can be 
even greater. This we hope to achieve, in 
cooperation with our printer, by constant 
review and study of every facet of this 
many-sided operation. Only by such ac- 
tivity and by creating among all our us- 
ing locations an understanding of what 
we are trying to do, and how, can we as- 
sure ourselves of getting the maximum re- 
sults from our forms control program. 
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Where do You STAND 


on Data-Processing? 


\ 


Did you know that any company—large or 
small—can take advantage of modern data- 
processing methods to cut costs on clerical 


operations like these? 


STATISTICAL provides a service that combines 
automatic procedures with the latest comput- 


« Sales Analysis 


Accounts 
Receivable 


General Accounting 
Production Planning 
Inventories 
Budgeting 


Market Research 
Tabulations 


ing and tabulating equipment to give you all 
the reports you need. You get them faster, 
more accurately and at lower cost—without investing in additional man- 


power and equipment. 


If you have a tabulating department, STATISTICAL can help you cut costs in 
handling your overloads, retrenchments, conversions and special assignments. 


Just contact our nearest office. 


STATISTICAL 
facilities now include the 
IBM 650 electronic com- 
puter which opens new 
avenues of cost control to 
management. 


STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING 
TEMPORARY OFFICE PERSONNEL 


CALCULATING + TYPING 


General Offices: 53 West Jackson Blvd., Chicago 4, Illinois. Phone: HArrison 7-4500 
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THE ECONOMICS OF INDUSTRIAL MANAGEMENT* 


By Walter Rautenstrauch and Raymond Villers 
(Second Edition—Revised by Raymond Villers) 





Reviewed by FREDERICK M. EISNER 
Controller 

Weiss & Klau 

New York 


Many books have been written on ac- 
counting, budgeting, economics, manage- 
ment and controllership. Dr. Villers’ 
book adequately covers all these fields. 
His approach is a new one—from that 
phase of a controller's responsibilities 
which concerns itself with the function of 
managerial accounting, rather than from 
the conventional content of accounting. 

Dr. Villers has had many years of ex- 
perience as a consultant to management. 
He was a disciple and associate of the 
late Professor Walter Rautenstrauch, a 

ioneer in the art of charting significant 
weed facts and trends to enable man- 
agement to evaluate its business affairs in 
a manner not feasible by the usual finan- 
cial information available. 

For management to succeed in obtain- 
ing a fair return on investment for its 
stockholders, this book presents new, il- 
luminating techniques, fully explained by 
illustrations from actual circumstances en- 
countered in many companies. It is the 
belief of this reviewer that with these 
techniques the controller can supply man- 
agement with information indispensable 
to its functioning intelligently and prof- 
itably. 

The contents of the volume are classi- 
fied, interpreted and presented with in- 


credible simplicity, enabling management 
easily to discover both the weak as well 
as the strong spots in its affairs. 

Dr. Villers made a valuable contribu- 
tion in showing how accounting facts 
may be interpreted effectively and prof- 
itably. Every function of an enterprise is 
analyzed in such a way that alternatives 
for better performances are easily ob- 
servable. 

As an illustration of practical manage- 
rial accounting, the book treats of the 
cost-to-sales relationship, rather than con- 
centrating either on cost reduction, on the 
one hand, or sales volume increase, on 
the other. Costs can be reduced without 
affecting sales, and sales can be increased 
without affecting costs; but as a rule, this 
is not always the case. This explains why 
more and more attention is being given 
to the technique of break-even analysis, 
which is basically the scientific method of 
studying the cost-to-sales relationship 
from more than one angle. 

Even with a limited knowledge of 
mathematics, this reviewer not only un- 
derstood, but became fascinated by the 
manner in which the many examples of 
the break-even chart are presented in the 
book. Modifications of budgeted data 
necessitated by changes occurring during 
the current fiscal period are easily de- 
picted on the break-even charts. 

The break-even analysis is analyzed 
from three points of view: 


1. The long-range trend, analyzed on 
the basis of a profit-and-loss chart. 

2. The short-range trend, analyzed on 
the basis of a break-even chart. 

3. The direct-profit trend, analyzed on 
the basis of a sales-mixtyre chart. 


Part I also includes a brief description 
of the use of electronic computers for the 
purpose of accounting data processing 
(page 36 ff); Part II includes a study of 
the most recent developments in the field 
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of depreciation. It offers a special formula 
for the computation of the 7 
when applying the new method of “the 
sum of the years digits’ (page 260); 
Part III includes a detailed study of the 
problem of inflation. One of the advan- 
tages of the profit-and-loss chart is to 
make it possible to compare any given 
year to the years preceding regardless of 
the impact of inflation. This is so because 
the presentation of the pean 
chart balances the impact of inflation for 
any given year, by plotting expenses on 
the vertical axis and sales on the hori- 
zontal axis, using the same scale. 

Table XX, page 132, presents a case 
study of various companies, which shows 
in quantitative terms the extent to which 
the profit-and-loss chart’s trend can be 
considered as reliable for the purpose of 
managerial control. 

A special study, originally presented 
by the author as a research paper before 
the Seventh National Convention of the 
American Institute of Industrial Engi- 
neers in May 1956 (page 117), indicates 
how sales-mixture changes can be related 
to the break-even chart (Table XIX, page 
116). 

The case study of the XYZ Company 
(Fig. 37, page 161) shows the relation- 
ship between the break-even chart and 
the profit-and-loss chart. 

The sales-mixture chart is based upon 
the concept of direct costing which has 
also received increasing recognition in re- 
cent years. 

Chapter XIII presents a special study 
of the latest developments in the use of 
mathematical methods for the purpose of 
computing the relative worth of alterna- 
tives. 

As emphasized in the conclusion (page 
44), the book is essentially a study of 
three fundamental relationships: 


1. The cost-to-sales relationship ; 

2. The  sales-to-national-income _ rela- 
tionship; and 

3. The relationships among alternate 
possibilities. 


It must be noted that ‘the methods de- 
scribed will never provide a substitute for 
managerial ability. It is the manager's te- 
sponsibility to make the decisions. Scien- 
tific methods of measurement and analysis 
do not eliminate the taking of certain ele- 
ments of risk; but, when fully understood 
and adequately utilized, they do provide 
the basis for rational decisions’ (page 
450). 


* Published by Funk & Wagnalls Company), 


153 East 24 Street, New York 10, N. Y. $7.50. 
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GUIDE TO 
ESTATE PLANNING* 


By Rene A. Wormser 


The squeeze between high income taxes 
and inflation makes it extremely difficult 
for the head of a family to accumulate 
enough with which to save and invest. 
Mr. Wormser’s book is directed primarily 
to the father of a family, telling him how 
he can best organize his financial life for 
the benefit of a family under the pressures 
of today’s drastically changing economic 
conditions. In planning for one’s family, 
the author emphasizes the necessity of 
building around carefully selected ob- 
jectives; he points out that if you know 
where you want to go, an expert can 
generally tell you how, and in his book 
he shows what steps to take to gain these 
objectives. 

The wife's position in her husband's fi- 
nancial plans are discussed by the author 
who insists that “to plan intelligently for 
your wife, you must know what kind of 


all kinds are explained in the book: using 
fictitious names, the author shows through 
detailed schedules how a prospective estate 
should be analyzed in preparation for 
planning. 


* Published by Prentice-Hall Inc., 70 Fifth 
Avenue, New York 11, N. Y. $4.95. 


UNITED STATES 
MONETARY POLICY* 


In his editor’s introduction, Neil H. 
Jacoby, Dean of the Business School of 
the University of California at Los An- 
geles, points out that “nearly half a cen- 
tury has passed since the last full-scale in- 
quiry into national monetary and credit 
conditions. There is growing recognition 
that monetary machinery which may have 
served adequately an $80 billion-a-year 
economy at the time of the 1914 Federal 
Reserve Act may have become deficient in 
its capacities to meet the needs of a $440 
billion-a-year economy with world-wide 
interests and responsibilities.” 


wife you have.” Tax savings methods of 


A number of original papers consider 
the objective, the tools, and the processes 
of regulation of the supply of money and 
credit. They focus on the discretionary ac- 
tions of the United States Treasury and 
the Federal Reserve system. The se con- 
tains 12 illustrative charts and graphs as 
well as the final report of the 14th Ameri- 
can Assembly. 


* Published by the American Assembly, Co- 
lumbia University, New York 27, N. Y. $2.00. 


OTHER BOOK ENTRIES 
ELEMENTARY MATHEMATiCAL PROGRAM- 
MING. By Robert W. Metzger. John 
Wylie & Sons, Inc., 440 Fourth Ave- 

nue, New York 16, N. Y. $5.95. 


INCENTIVES FOR EXECUTIVES: The 
Rucker Plan—A Basic New Way to 
Added Executive Earnings in Propor- 
tion to “Economic Productivity.’’ Eddy- 
Rucker-Nickels Company, Harvard 
Square, Cambridge 38, Massachusetts. 
Gratis. 
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soon as the sales take place— 


R & S can handle every sort of data processing—in any volume—CALL AN R & S 
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both the experience and educational back- 
ground of today’s control executives. This 
is the diversity of (a) previous manage- 
ment and nonsupervisory work experience 
of these executives and (b) the consid- 
erable variety of fields of study concenttra- 
tion reported. 

While the reader will recall that some 
59 per cent of college graduates among 
the respondent controllers reported ac- 
counting as their major field of concen- 
tration, more than a third reported having 
at least two fields of study concentration 
in their college work. And accounting, 
while it leads in frequency of mentions, 
nevertheless got only 40 per cent of total 
mentions of fields of concentration. Fur- 
thermore, as previously noted, many of 
our respondents who concentrated rather 
heavily in accounting courses when in col- 
lege, got the educational diversification 
they needed for their work by undertak- 
ing adult noncollege study programs in 
other fields. 

These implications and __ inferences 
should be extremely useful guides to edu- 
cators concerned with curricula for man- 
agerial accounting and controllership, to 
business executives interested in develop- 
ing promising employes for controller- 
ship, to vocational and educational guid- 
ance people and to students considering a 
vocation in controllership. 

The specific data and their implications 
are, of course, supported by many control 
executives who believe that a well-bal- 
anced curriculum in college or other for- 
mal training programs provides a better 
educational base for controllership than 
undue specialization in accounting; who 
believe, too, that varied responsible ex- 





The Corporate Controller (continued from page 61) 


perience in business is excellent prepara- 
tion for effective work in controllership. 


PROFESSIONAL AND COMMUNITY 
GROUP ACTIVITIES 

Participation in Community Organiza- 
tions, Projects or Activities. A large ma- 
jority (70 per cent) of control executives 
say they are active in community service 
organizations, projects or organized ac- 
tivities. More than 60 per cent of those 
responding, moreover, are active in two 
or more such organized groups or projects 
serving the communities in which they 
live and work. 

Participation in Activities of Profes- 
sional or Business Societies. Most corpo- 
rate control executives, like other . 
members of the business community, are 
quite outgoing and have an active group 
or social consciousness. So far as business 
or professional group activity goes, we 
have a built-in “bias” in our survey re- 
sponse since the information going into 
this controller profile was solicited from 
members of Controllers Institute of 
America. Thus, we know that every re- 
spondent is a member of at least one man- 
agement society. 

Yet, it is interesting to note that most 
of our respondent control executives sup- 
plied information on the extent and de- 
gree of participation in business and pro-: 
fessional association activities. A large 
majority (81 per cent) report that they 
participate actively in the affairs of one or 
more business or professional societies. 
That is, they hold or have held office, 
served on various local, regional and na- 
tional committees and attend meetings 
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regularly. Most of them, in fact, are ac- 
tive in two or three such organizations. 

This is more than just socializing; this 
type of affiliation, if it involves active 
participation, is a quasi-educational one. It 
tends to expand and strengthen profes- 
sional competence and enhance knowledge 
and know-how in management. Such ac- 
tive participation usually develops or 
sharpens skills in dealing with mere 4 

Many respondents, moreover, who are 
active in one or more professional or busi- 
ness societies also participate on a more 
limited basis in others. Sixty-nine per cent 
of the respondents to this question report 
limited participation in one or more such 
organizations. For our purposes, limited 
participation means receiving and reading 
journals of such organizations, attending 
meetings occasionally but not holding of- 
fice or leading in any of the activities of 
these societies. 

Recreational Interests. On the lighter 
side of life, the sports or active forms of 
recreation which most commonly interest 
control executives are, in order of relative 
importance: Golf, fishing, hunting, sail- 
ing, power boating, riding, camping, and 
hiking. Predominant among the more 
creative and cultural interests of control 


‘executives are gardening and farming. 


Next, in order of importance, come read- 
ing, music, painting, theatre. Significant 
groups of our respondent control execu- 
tives also have hobbies in woodworking, 
carpentry, metal working and mechanics, 
photography, and travel. 

Of course, many of these recreational 
and cultural interests are paired—that 
is, some sport or outdoor activity is com- 
monly paired, in our survey response, 
with reading, music, art, photography, 
etc. 

In his recreational interests, as in his 
job, therefore, the typical control execu- 
tive is a versatile man. 


ELATED READING 








CONTROLLERSHIP AND COST ACCOUNTING. By 
James L. Peirce. THE CONTROLLER—August 
1956. 


CONTROLLERSHIP MOTIVATION. By James lL. 
Peirce. THE CONTROLLER—August 1955. 





THE PLANNING AND CONTROL CONCEPT. By 
James L. Peirce. THE CONTROLLER—September 
1954. 





CONTROLLERSHIP AND ACCOUNTING: A CON- 
TRAST. By James L. Peirce. THE CONTROLLER— 
September 1953. 





THE CONTROLLERSHIP FUNCTION: A MODERN 
CONCEPT. By James L. Peirce. THE CONTROL- 
LER—September 1952. 


THE PLACE OF THE CONTROLLER IN MANAGE- 
MENT PLANNING. PART I—by T. F. Bradshaw. 
PART II—by John V. van Pelt Ill. THE CONTROL- 
LER—October 1952. 


(Reprints of Peirce articles are available at 


40¢ each. Address Reprints, THE CONTROLLER, 
Two Park Avenue, New York 16, N. Y:) 
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Grand Rapids, Michigan (10?) 


Eugene P. Heiles of Toledo, Ohio, vice 
president of Region VI of Controllers 
Institute, and James F. Lillis of Detroit, 
Michigan, a national director of CIA, 
were guests of honor at the 15th anniver- 
sary meeting of the Western Michigan 
Control in Grand Rapids on November 12. 

Mr. Heiles, who is vice president and 
controller of Surface Combustion Cor- 
poration, is seated at the head table on 
the right of Control President E. L. Hum- 
mel, treasurer of the Rapids-Standard 
Company, Inc. Mr. Lillis, at Mr. Hum- 
mel’s left, is controller of Burroughs Cor- 
poration. 


Hamilton, Ontario (CENTER) 


Local and national officials of Control- 
lers Institute extended greetings to the 
Hamilton Control on the occasion of its 
tenth anniversary celebration dinner held 
on December 11. 

Gathered around Control President 
N. J. Brown (center) are (left to right): 

Malcolm S. Sutherland, a national di- 
rector of Controllers Institute, of Hamil- 
ton; Institute Managing Director Paul 
Haase, of New York; Toronto Control 
President J. A. Ross; George H. Hetley, 
a past regional vice president of CIA, of 
Buffalo, N. Y.; Mr. Brown; J. McCall 
Hughes, national president of Controllers 
Institute, of New York; J. H. Reid, re- 
gional vice president, of Toronto; Wil- 
liam B. Gay, the first president of the Ham- 
ilton Control; and Harold A. Ketchum, 
immediate past president of Controller- 
ship Daukves research arm of Con- 
trollers Institute, of Newark, N. J. 


New York City (LOWER RIGHT) 


Frank S. Capon, treasurer, and Kenneth 
M. Place, first assistant treasurer, Du Pont 
Company of Canada Limited, Montreal, 
Quebec, Canada, visited the national 
headquarters of Controllers Institute re- 
cently to discuss their plans for the 1960 
Northeastern meeting (for Regions I and 
II) which will be held in Montreal at 
the Queen Elizabeth Hotel. 

Left to right are Mr. Place, program 
chairman; Ben Makela, assistant secretary 
of Controllers Institute; Mr. Capon, gen- 
eral chairman; and Paul Haase, the Insti- 
tute’s managing director. 
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| LB LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA | 


Kansas City, Missouri (10°) 


Members of the Kansas City Control 
of Controllers Institute and their wives 
celebrated the Control’s 20th anniversary 
at a party at the Kansas City Club on 
December 6, 1958. 


Phoenix, Arizona (CENTER) 


Arizona Control members and _ their 
wives held their Christmas party at the 
Arizona-Biltmore. Guests of honor were 
Mr. and Mrs. John C. Naylor of St. Louis. 
Mr. Naylor, senior vice president, Pet 
Milk Company, was president of Control- 
lers Institute of America, 1943-44. 


New York City Lower Lert) 


The New York City Control of Con- 
trollers Institute celebrated its 25th anni- 
versary at the Commodore Hotel on De- 
cember 8. Head table guests included 
Institute President J. McCall Hughes as 
well as a number of past presidents of 
the Control. The speaker of the evening 
was Dr. Norman Vincent Peale who is 
pictured in the center of the front row of 
the group. Others in the front row (Jeff 
to right) are N. P. Dussinger, past presi- 
dent (1946-47); Vincent C. Ross, past 
national president of CIA and past presi- 
dent of NYC Control (1943-44) ; (Dr. 
Peale); E. B. Nutt, past president 
(1939-40) ; and William W. Widmayer, 
past president (1945-46). 

Standing (left to right) are J. McCall 
Hughes, national president, Controllers 
Institute (1958-59) ; L. Keith Goodrich, 
vice president, Region II, and past presi- 
dent (1956-57); Richard G. Jones, past 
president (1957-58) ; Warren M. Maule, 
past president (1955-56) ; Ely Francis, a 
vice president of NYC Control (1958-59) 
and program chairman of the anniversary 
celebration; Harold H. Scaff, past presi- 
dent (1952-53); Theodore F. Gloisten, 
past president (1949-50); Nelson T. 
Hampson, past president (1953-54); 
Gerald L. Phillippe, president of the Con- 
trol (1958-59); Wayne C. Marks, past 
president (1950-51); and Arthur L. 
Boschen, past president (1947-48). 

New York City Control has the honor 
of being the first Control to be formed 
after the organization of Controllers In- 
stitute. As of September 1, 1958 its pe 
ent membership was 732. First officers 
and directors included Arthur E. Davis, 
president; C. Elwood McCartney, vice 
president; William J. Wilckens, secre- 
tary; Charles H. Henderson, treasurer. 
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Government Decides 
Fiscal ‘58 “Excessive Profits” 
Exceeded $112.7 Million 


The Government's Renegotiation Board 
decided that defense contracts in the last 
fiscal year made “excessive profits” of 
$112,724,199 on past military orders. The 
latest tally of money that the Board main- 
tains companies should refund to the Gov- 
ernment came in its third annual report. 

During fiscal 1958, the Board said it 
made 254 ‘“‘determinations of excess 
profits,” mostly on work done for the 
Government in 1955 and 1956. These de- 
cisions do not cover all the military orders 
filled in those or earlier years but only 
those that the Board acted on during the 
year. Some others were previously de- 
cided, while still more remained for study. 

On its fiscal 1958 findings, the Board 
estimated the Government would get a 
total of $108 million in “probably net re- 
coveries,” after some of its decisions are 
compromised or appealed. Contractors 
made voluntary refunds in price reduc- 
tions of $176.1 million in fiscal 1958, the 
Board said. 

The Board uses no precise formula of 
pre-established rates to determine what 
comprises “‘excess profits,” the report said. 
The group considers such factors as the 
“reasonableness of cost and profits,” the 
extent of risk assumed by the companies, 
the extent a contractor is contributing to 
the defense efforts, and the complexity of 
manufacturing techniques. 


State Revenue to Rise 

A state tax take for the year ending 
June 30, 1959, of $15.4 billion is forecast 
by the Tax Foundation. This would be up 


3.4% from 1958 collections which, at | 


$14.9 billion, rose 2.6% over the prior 
year. That was the smallest gain for any 
post-war year, partly because of the reces- 
sion. Tax Foundation experts base their 
ptediction for the current period on an 
expected gradual improvement in the 
economy as well as higher taxes now in 
effect. Two-thirds of the 18 state legisla- 
tures which met this year raised the rate 
of one or more taxes or authorized tighter 
collection procedures. 


Use of Short Tax Form Widened 
Beginning with the 1958 federal tax 


teturns, the simple card form 1040A may | 


be used by persons having incomes of not 
more than $10,000. Until now, only those 
earning less than $5,000 have been per- 
mitted to use the simplified form, a punch 
catd about the size of a bank check. The 
new form 1040A will have only 15 ques- 
tions to answer. More than 14 million tax- 
payers used the short form in the 1957 
feturns and it is estimated that as many 
4 31 million taxpayers would be eligible 
to use it for the 1958 returns. 
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Just Published! 


CONTROLLERSHIP 
COUNTERS INFLATION AND TAXES 





A collection of papers presented at the 
27th Annual National Conference of Controllers Institute of 
America held in Atlantic City, New Jersey, October 19-22, 1958 


Contents 


Profit Elimination Trend Threatens America’s Freedom and 
Progress—Clifford W. Hood 


Economic Depreciation—William W. Werntz 
The Outlook for Taxes—Dr. Alfred Buehler 
Financing a Company During Inflation—Fred P. Slivon 


Planning Ahead for Financing in a Seasonal Industry —Food— 
Robert W. Rogers 


Recent Money Market Developments—James J. O’ Leary 
Recent Trends in the Bond Market—A. B. Hager, Jr. 


Outlook for Banks in Company Financing 





James M. Large 


New Peaks in Production Require Expanded Plant Capacity— 
Phillip L. West 


Financial Forecasting and Budgeting—John McKnight 


Direct Costing for Internal Profit Measurement— 


I. Wayne Keller 
$1.00 


Address orders to 


CONTROLLERS INSTITUTE OF AMERICA 
Two Park Avenue, New York I6, New York 


Please add city sales tax if order is for New York City delivery 
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SOUTHERN CONFERENCE 
CONTROLLERS INSTITUTE 


MARCH 5-7, 1959 


KEKKKKKHK THEME: ECONOMIC DEVELOPMENT OF THE SOUTH 


MARCH 5 P.M. 
EVE. 


Registration 

Reception 

Keynote Speaker: Sumpter Marks, president, New Orleans Cham- 
ber of Commerce 

Subject: Effective Budgeting Means Controllership in Action 
Speaker: Dr. Glenn A. Welsch, professor of Accounting, Univer- 
sity of Texas 

Subject: Split Dollar for Executives 


Speaker: Fisher E. Simmons, Jr., general agent, Pan-American Life 
Insurance Co. 


Subject: Subliminal Communication 
Speaker: Dean Henry J. Engler, Jr., College of Business Admin- 
istration, Loyola University 


Subject: Taxes 
Speaker: James Connolly, vice president, Williams, Inc. 


Subject: American Flagshipping—An Economic Necessity 
Speaker: Alexander Purdon, executive director, Committee of 
American Steamship Lines, Washington, D. C. 


Bayou Party—Dress informal—Fun for everyone 


Subject: Tomorrow's Managers 

Speaker: Dr. Dwayne Orton, editor of Think and vice president, 
International Business Machines 

Subject: Economic Depreciation 

Speaker: Dr. Willard J. Graham, professor of Accounting, Uni- 
versity of North Carolina 


Subject: How to Recruit and Select Employes Who Will Be Stable, 
Productive and Satisfied 
Speaker: Robert N. Murry, McMurray, Hamstra & Company 

Plus: Special Events for the Ladies 

Breakfast at Brennan’s 

Lunch at Southern Yacht Club 


SPONSORED BY THE NEW ORLEANS CONTROL 
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Coffee Break Now 


An American Institution 


The majority of office workers in the 
United States and Canada now have two 
coffee breaks a day rather than one, the 
National Office Management Association 
reports. To develop its information, 
NOMA interviewed nearly 2,000 com- 
panies and found that 81 per cent have 
regularly scheduled coffee breaks and that 
another 14 per cent allow their workers to 
have coffee even though there is no reg- 
ular coffee break period. This leaves only 
five per cent which can have no coffee at 
all during working hours. 

Regionally, the western section of the 
United States is far in the lead in the 
double coffee break policy. That is, 93 
per cent of the companies in this section 
have two coffee breaks a day, while in the 
eastern section the percentage is 65. In 
Canada, 80 per cent of the companies 
have two per day. 

How does the boss feel about the cof- 
fee break? 

Most employers, the Association te- 
ports, seem to like it for its morale value 
and only a small number, three per cent, 
have any plans for discontinuing it. A 
continuing difficulty, however, is gettin 
the worker back on the job after the ot 
fee break is over, but this was the only 
major problem mentioned by the employ- 
ers in the survey. 

Though the main popularity of the cof- 
fee break has come about in the years 
since World War II, the survey shows 
that in certain companies the custom has 
a long history. One firm has had regular 
coffee breaks for 40 years and four com- 
panies reported that coffee has been served 
to their employes for 35 years. One fourth 
of all companies, on the other hand, had 
no coffee break at all five years ago. 

Coffee is by all odds the favorite office 
drink in both Canada and the United 
States but tea is in second place in Canada, 
while soft drinks are second in the United 
States. Most coffee at the coffee break is 
served at 10¢ a cup and the two most 
common ways of obtaining the beverage 
are from the company cafeteria and the 
vending machine. The period of time al- 
lowed for the coffee break is 15 minutes 
for most employers, although some spec- 
ify 10 minutes and a few, five minutes. 


Stockpiling Idle Capacity 

The Government owns nearly $1.5 bil- 
lion worth of industrial plants that are 
producing nothing and spends some $31 
billion a year to maintain them, according 
to a report of the armed forces. The 59 
unused plants are valued at original cost 
rather than replacement cost. A defense 
official says that the Pentagon’s policy 1s 
to use its existing plants to the maximum 
extent possible but that frequently it 1s 
cheaper to expand private plants than to 
convert government facilities. 
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NLRB Bars Delaying Tactics 


to Resist Unions 


A delaying tactic used by some em- 
loyers to defeat union organization will 
be ineffectual in the future, under the 
terms of a recent policy promulgated by 
the National Labor Relations Board. An 
employer's failure to show up at a hearing 
is not grounds for delaying the Board's 
determination of its jurisdiction, accord- 
ing to the new NLRB ruling. 

In the case at issue, a unanimous de- 
cision of the five-man board said: “The 
board has determined that it best effec- 
tuates the policies of the act, and pro- 
motes the prompt handling of cases, to as- 
sert jurisdiction in any case in which an 
employer has refused, upon reasonable re- 
quest by board agents, to provide the 
board or its agents with information rele- 
vant to the board’s jurisdictional de- 
terminations, where the record developed 
at a hearing, duly noticed, scheduled and 
held, demonstrates the board’s statutory 
jurisdiction, irrespective of whether the 
record demonstrates that the employer's 
operations satisfy the board’s jurisdic- 
tional standards. 

“The act plainly contemplates that a 
patty cooperate with the Government in 
“ne evidence, especially that which 
y its nature is peculiarly in its possession, 
such as commerce facts held by an em- 
ployer. 

“The board has adopted the policy an- 
nounced herein, the application of which 
may be voided by the simple expedient of 
an employer’s production, upon request, 
of material and relevant evidence as to the 
effect of its operations on commerce, or by 
appearance at a hearing conducted before 
an agent of the board, prepared to co- 
operate in the production of such material 
and relevant evidence.” 


Data on Discretionary Income 

Annual and quarterly statistical data 
designed to measure dusshames per- 
sonal income will be released by the Na- 
tional Industrial Conference Board. Dis- 
cretionary personal income, as defined by 
NICB, is the money left over after taxes, 
rent or mortgage payments, food, essential 
clothing and medical costs. 

Economic indicators are usually classi- 
fied as leading, coincident or lagging. The 
New series appears to act coincidently. In 
the first half of 1958, discretionary funds, 
including discretionary income plus new 
installment credit extensions, fell $7.9 
billion to $137.9 billion. 








APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 


PHILA 
ORL PHA NEW YORK. N. Y. CHICAGO 
PITTSBURGH ST. LOUIS 
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Macey Collator lets one girl 
do the work of 8... 
pays for itself in months! 


Keep the skilled hands in your office on work that pays . . . not 
on time-stealing paper-stacking chores. A standard eight-station 
Macey Collator and one girl can gather 32,000 sheets per hour — 
that’s 8 times faster than hand-gathering and far more accurate. 

It handles anything from onionskin to cardboard, and an auto- 
matic detector insures 100% accurate sets. Choose from 16 models, 


handling sizes from 3 x 5” to 12 x 17”. 


FREE JOB STUDY FOR YOUR PLANT OR OFFICE! 
Want to know your collating costs (including hidden costs) ? 
We'll do a free survey of your plant or office without interrupting 


work schedules. Write today. no obligation. 


nee 


| HARRIS 






MACEY COMPANY 


A Subsidiary of Harris-Intertype Corporation 


13835 Enterprise Avenue, Cleveland 35, Ohio 


INTERTYPE 


CORPORATION 








TATE LAWMAKERS in 1958 continued 
S their march to more and higher taxes, 
according to Commerce Clearing House, 
in its annual Review of State Taxes for 
1958. Significantly, the numerous tax 
changes were accomplished in only 19 
states, where efforts to take up the slack 
in slowing collections required an off-year 
record of 43 regular and special sessions 
during the year. 

No major tax escaped. Income, sales, 
gasoline and cigarette taxes were boosted. 
Some of these big producers of revenue 
found their way, for the first time, into 
the tax systems of some states. Other taxes 
were affected in scores of instances. In 
addition to the many important legislative 
actions, the right of a state to tax a for- 
eign corporation doing business within its 
borders exclusively in interstate com- 
merce is at issue in three cases awaiting 
decision by the U.S. Supreme Court. How 
these cases are decided will have far- 
reaching effects on business. Oral argu- 
ments on all three cases are complete and 
the High Court’s decisions are expected 
early in 1959. 

Major legislative activity includes in- 
come tax increases voted in Kansas and 
Maryland, and the brand-new corporation 
income tax in New Jersey. Rhode Island 
extended its business corporations tax and 
added a surtax. Allocation formulas were 
rewritten in Colorado and South Carolina. 

Sales and use taxes were upped in Kan- 
sas and Maryland. Rhode Island extended 


State Tax Boosts Continued in 1958 Sessions 


its present rate for another year. The leg- 
islators of Kentucky proposed a sales tax 
to the electorate to be voted upon in 1959. 

A new state-wide cigarette tax was im- 
posed in Maryland. Cigarette taxes were 
increased in Massachusetts, Mississippi 
and Rhode Island, while present rates 
were extended in Michigan and West Vir- 
ginia. 

Gasoline taxes were increased in New 
Jersey and Rhode Island, while South 
Carolina reimposed until 1972 the addi- 
tional tax which was to expire in 1958. 
Many procedural changes were made with 
respect to refunds, exemptions, etc. 

Motor vehicle registration fees were in- 
creased, in certain categories, in Cali- 
fornia, Kentucky, Mississippi and Rhode 
Island. A few states dropped some flat 
fees in favor of graduated rates. Michi- 
gan increased drivers’ license fees and 
Missouri established a highway reciprocity 
commission. 

Alcoholic beverage taxes were increased 
in Kansas and Rhode Island. Kansas also 
increased liquor license initial applica- 
tion fees and extended liability to alco- 
holic beverages shipped into federal areas. 
Michigan extended its additional excise 
for one year, the CCH review reported. 

Local tax action in 1958 was spotty. 
New local property taxes or higher rate 
limitations were authorized in Louisiana 
and Rhode Island. Georgia permitted 
counties to levy taxes for school lunch 
purposes. 
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Annual sessions of legislatures were 
authorized in 1958 in Nevada and the 
Territory of Hawaii. Voters in Texas 
turned down a proposal for annual ses- 
sions in the November elections. Under 
its new Constitution, Alaska also will have 
annual sessions beginning in 1959. 

Lawmakers in 11 states decided that 
further study and investigation of various 
tax situations were necessary. During 
1958 sessions, they authorized 23 such 
studies, and most of the study commis. 
sions or groups are to report their findings 
early in 1959. Special committees in Ken- 
tucky, Massachusetts, Michigan and South 
Carolina have been charged with investi- 
gating the entire tax structure of their re- 
spective states. 

A broader base of state property taxa- 
tion was made available in 1958 when 
the U.S. Supreme Court handed down a 
group of decisions on the question of a 
state’s right to impose property taxes on 
government contractors for work in prog- 
ress under federal contracts. 

These decisions specifically approved 
imposition of property taxes, under a 
Michigan statute, on: 


1. Property rented from the federal 
government. 

2. Federal property used, with no lease, 
by a contractor. 


3. Property, title to which had already 


passed to the federal government un- 
der partial payment contract clauses. 


The Michigan statute provides that 
otherwise exempt property is taxable if it 
is “leased, loaned or otherwise made 
available to and used by” a private indi- 
vidual or concern in a business for profit. 

The New York legislature moved 
promptly to take advantage of these de- 
cisions but went a little too far in sub- 
jecting all public authorities to tax on 
leased facilities, so the Governor vetoed 
the bill as too broad in scope. The Cali- 
fornia and Ohio Supreme Courts in effect 
invited the legislatures to take action 
when they pointed out inadequacies of 
present state laws to conform to the US. 
Supreme Court decisions. 

“No crystal ball is needed,’’ said the 
CCH State Tax Review, “‘to predict that 
1959 assessments will be made on a lot 
of previously untaxed property, or that 
many 1959 legislative sessions will take 
affirmative action to hold leasehold in- 
terests subject to tax.’’ Such a measure has 
since been introduced in Massachusetts, 
where proposals are prepared before the 
session convenes. 


Aid to Education 

Donations totaling $1.2 million will 
be awarded in 1959 by Shell Companies 
Foundation, Inc., to educational, chati- 
table, religious and public service organ- 
izations. The donations exceed $1 million 
for the fifth straight year. 
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Nondefense Spending 
Called “Vulnerable” to Cuts 


Federal spending for nondefense pur- 

poses has increased more sharply than de- 
fense expenditures in recent years, with 
the result that so-called civil benefits pro- 
grams should now be vulnerable to budget 
cuts, according to the Tax Foundation. 
This Foundation commented in one of its 
recent publications that the widely held 
impression that defense accounts for the 
major part of the big expansion of recent 
years is not valid. It noted, for example, 
that estimated current expenditures for 
defense of $48.2 billion are some $350 
million less than such outlays in fiscal 
1954. By contrast, current nondefense 
spending of an estimated $30 billion is 
neatly $12 billion higher than six years 
ago. 
"oF the $7.3 billion federal spending 
increase in fiscal 1959 over 1958, almost 
$5 billion, or 67%, comprised outlays for 
nondefense civil benefits programs such 
as housing and veteran aids. ‘“What 
emerges from an analysis of recent ex- 
penditure trends,” said the Tax Founda- 
tion, “is the conclusion that many of the 
programs added or expanded in recent 
yeats are Clearly susceptible to reduction, 
through numerous recommendations from 
official sources if other than political fac- 
tors are given full weight.” 


Business Spending 


Plans Surveyed 


Businessmen expect their capital ex- 
penditures in the first quarter of 1959 to 
be a little above the rate in the second 
half of 1958, according to the latest sur- 
vey of investment intentions conducted 
jointly by the SEC and the Department of 
Commerce. Plans submitted between late 
October 1958 and early December 1958 
indicate that businessmen anticipate ex- 
penditures on new plant and equipment 
at the seasonally adjusted annual rate of 
$30 billion in the last quarter of 1958 
and $30.5 billion in the first quarter of 
1959, 

Actual expenditures in the third quar- 
ter of 1958 were at the rate of $29.5 bil- 
lion, a decline of more than $8 billion 
from a year earlier. The actual expendi- 
ture for the third quarter of 1958 and the 
latest anticipation for the fourth quarter 
of 1958 reflect downward revisions from 
plans reported earlier. The downward ad- 
justment from earlier plans represents a 
continuation, though at a lesser rate, of 
the pattern evident since late 1957. 








Space Planners 


Dh fy Sw. 


Interior Designers 
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CONTROL 
Invites You 
to the 


EASTERN 
CONFERENCE 





OF 
CONTROLLERS 
INSTITUTE 
APRIL 19-21 
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Registration 
Reception 
Buffet 


Members Meeting 
Welcoming Remarks—Governor J. Lindsay Almond, Jr. 


Technical session 
Subject: Getting Your Company in Shape to Meet Long-Term Growth 


Speaker: Clarence Drayton, Senior staff consultant, Arthur D. Little 
Co., Cambridge, Mass. 


Luncheon Speaker to be announced 


Technical session 


Subject: A case history of Management Planning and Control by a 
leading manufacturer 

Banquet Roland Wagner, Norfolk, Va., speaker 

Dance 


Technical session 
Subject: Accounting for Depreciation 
Speaker: To be announced 





LADIES’ EVENTS 


will include garden tours and a fashion show 








EXTRA DIVIDENDS 
A plant tour of Reynolds Metals Company on Tuesday P.M. 





A special bus tour to historic Williamsburg on Wednesday, April 22 


JOHN MARSHALL HOTEL - RICHMOND, VA. 




































SENIOR PULP MILL 
ACCOUNTANT 


Senior accountant position open for 
new pulp mill in Alaska. Experience 
in pulp mill and logging accounting 
essential. Attractive salary and lib- 
eral fringe benefits. 


Apply in writing to: 


Public/Industrial Relations Manager 
Alaska Lumber & Pulp Co., Inc. 
311 American Bldg., Seattle 4, Washington 
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PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


§s 

oa 

5 

§ 

4 It gives the basic and unchanging points 
> on: Who should be the company nego- 
. tiator; how to keep and use records; how 
> to prepare “fact books’; what financial 
r implications are involved in pensions; 
> how to determine the base period; what 
4 subjects to present at the bargaining table; 
> how to avoid inconsistency in interpreting 
4 facts; what form to use to present facts. 
§s 

: $5.00 

4 ($3.50 to members of Controllers Institute) 
4 CONTROLLERSHIP FOUNDATION 
— Two Park Ave., New York 16, N. Y. 
§ 
» 
> 
s 
i 


Orders from nonmembers outside Conti- 
nental U.S. and Canada must be accom- 
panied by remittance 
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Are you taking 
a second look 
at depreciation? 


More than 20 years of continued inflation 
have caused many firms to ask themselves 
whether their present depreciation policies 
are suited to today’s requirements. 

A report by The American Appraisal 
Company will provide up-to-date informa- 
tion about the existence, current value, cost 
and life expectancy of assets. Such informa- 
tion can be used to study the present depre- 
ciation practices and may also create the 
basis for improving them. 

Since 1896 ...LEADER IN PROPERTY VALUATION for 


Depreciation * Property control * Insurance 
¢ Taxes and Corporate Financing 


The AMERICAN 
APPRAISAL 


Company® 


Home office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 















MERICAN COMPANIES are making in- 
A creasing use of formally organized 
marketing departments, a marketing re- 
search study published by the American 
Management Association indicates. The 
survey covered 195 companies in various 
parts of the United States that carry on 
some sort of marketing research. Forty per 
cent of these companies had 1956 sales 
volumes of more than $100 million; 27 
per cent had sales of $25 million or less. 
More than three-fifths of these 195 com- 
panies have at least one full-time market- 
ing research employe. Slightly more than 
a fourth assign the responsibility on a 
part-time basis, more often to a line execu- 
tive than to a staff executive. Most of the 
others either assign it to an outside agency 
or divide it. 

The use of marketing research on a 
full-time basis has increased more than 
500 per cent since World War II among 
the companies surveyed. Dates on which 
the function was first established as a 
full-time activity were given by 107 com- 
panies; only 19 of them cited a date as 
early as 1940. 

Accompanying this over-all growth in 
organized marketing research, the study 
notes, has been a gradual increase in the 
number of small companies with full-time 
personnel in this activity. Among the or- 
ganized departments established before 
World War II not one was in a firm 
whose 1956 sales volume was $25 million 
or less. By 1951 a sprinkling of small 
firms had such departments ; from 1952 to 
1957 the number of organized depart- 
ments in the small companies surveyed in- 
creased nearly 300 per cent. 

However, the employment of full-time 
specialists in marketing research still is 
much less frequent among small compa- 
nies than among larger ones. Only 21 per 
cent of the small-company participants in 
the survey make marketing research a full- 
time activity, compared to 66 per cent of 
the medium-sized companies and 88 per 
cent of the large ones. The employment 
of full-time marketing research specialists 
was reported with slightly more frequency 
by manufacturers of industrial products 
than by manufacturers of consumer goods. 
Full-time specialization is found in 65 per 
cent of the industrial-goods manufacturers 
surveyed, 54 - cent of the consumer- 
product manufacturers, and about 70 per 
cent of the companies that produce prod- 
ucts of both types. 

Consumer-goods manufacturers tend to 
spend more on marketing research than do 
industrial-goods makers. Eighty-four com- 
panies reported the percentage of their 
gtoss sales dollar spent on marketing re- 
search in 1956. The median figure for the 
consumer-product manufacturers was 0.2 
per cent of sales; for industrial-goods 
manufacturers, 0.1 per cent. 


Market Research Gains Noted 


Sales volume is the most important fac- 
tor in determining the rate of expenditure 
on marketing research, the report indi- 
cates. Median expenditures as a percent- 
age of sales for companies in various size 
categories were as follows: under $15 
million sales, 0.5 per cent; $15 million to 
$25 million, 0.1 per cent; $25 million to 
$50 million, 0.5 per cent; $50 million to 
$75 million, 0.1 per cent; $75 million to 
$100 million, 0.15 per cent; $100 million 
to $250 million, 0.1 per cent; $250 mil- 
lion to $500 million, 0.1 per cent; $500 
million or more, 0.4 per cent. 

Generally speaking, the report says, the 
small companies have the highest ratios 
of marketing research expenditures to 
sales. This is because the basic cost of a 
marketing research department constitutes 
a significant percentage of total sales ina 
very small company. However, there were 
extreme variations in expenditures within 
size groups. 


Individual Savings Rise 


In the third quarter of 1958 individu- 
als’ savings rose $5.2 billion, according 
to the SEC. This was $4 billion more than 
net savings in the second quarter and 
$300 million above the amount added to 
savings in the third quarter of 1957. The 
SEC counts as savings individual holdings 
of cash and deposits, savings and loan 
association shares of securities, as well as 
insurance and pension reserves and the 
net of the increase in individuals’ debt. 
The savings figure does not cover invest: 
ment in nonfarm homes and consumer 
durable-goods purchases. Total financial 
savings of individuals were $497.6 billion 
at the end of the 1958 third quarter but 
for the first nine months of that year, in- 
dividuals increased their savings by about 
20% less than in the like 1957 period. 





MANAGER 
FINANCIAL ANALYSIS 
AND PLANNING 


Progressive, expanding precision manu- 
facturer in desirable Southwest location 
seeks a man to build department work- 
ing with top management in broad scope 
of long range programming and profit 
planning. Desire multi-division or multi- 
plant experience in operational and fi- 
nancial analyses. MBA degree required, 
preferably with undergraduate engineer- 
ing training. Age 35-45. Desirable com- 
pensation commensurate to qualifications. 
Please send full particulars of your back- 
ground, in confidence, for this truly ex- 
ceptional growth opportunity. 


Box D2371 
THE CONTROLLER 
New York 16, N. Y. 


ee 





Two Park Avenue 
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Remember 


when you were 
moving 


up in 


business” 


9 


You would have welcomed 


a booklet like this one! 





moving 


257 per copy 


DESIGNED FOR DISTRIBUTION 


by corporations to high school 
gtaduates and college under- 
graduates in their recruiting 
areas, this “careers” booklet is 
aimed at attracting students to 
accounting and providing you 
with future accounting person- 


nel, and potential executives. 


You can place your own im- 
print on the booklet if you wish 
to identify your company’s in- 


terest in your community. 














COMPANY 


ADDRESS’ ...... 


Is your firm telling high school seniors and college students about 
the broad area of accounting careers today to insure having adequately 














trained accounting personnel tomorrow? 


The National Committee on Education of Controllers Institute of 
America has prepared this three-color 16-page booklet to help you 
inform today’s students of the many career opportunities that stem 
from academic training in accounting. The Committee has already 
sent sample copies to colleges, secondary schools and guidance 


counsellors throughout the country. 


w Place Your Order Now! wy 


Controllers Institute of America alae 
Two Park Avenue, New York 16, N. Y. 

eee copies of “Moving Up in Business—A Look at Managerial 
Accounting” at 25¢ per copy postpaid (Check enclosed _) (Bill me later ) 





Industry Rentals Rise Conference Board. 


More and more American manufactur- 
ing companies are leasing plants and 
equipment, according to a survey of 221 
manufacturers by the National Industrial 





manufacturers covered reported that they 
rent more equipment and facilities than 
they did five years ago; of the remaining 
150 companies, 110 said they had not ex- 


CONTROLLERSHIP INFORMATION SERVICE™ 


perienced any over-all increase in rental 
activity. Items such as warehouses, office 
equipment, automobiles and trucks are 
most in demand in the rental industry, 
Most of the 221 companies surveyed said 
that the primary purpose of leasing equip. 
ment or facilities was to conserve wor ing 
capital. 


olen 


Veterans’ Promotion Rights 

The Supreme Court has ruled that the 
Selective Service Act does not compel an 
employer to restore a returned veteran to 
a promoted position in a seniority capacity 
which he might not have achieved had he 
not gone into the armed forces. 


Seventy-one of the 


A digest of information developed by Controller- 
ship Foundation in answer to a recent inquiry. 


PROPOSED CORPORATE ACQUISITION 
ARITHMETICAL METHOD OF PRESENTING FINANCIAL TRANSACTION 


The following presentation was submitted as a possible 
solution to the question re arithmetical method or methods 
of presenting the financial transaction of a proposed corpo- 
rate acquisition to a company’s Board of Directors: 


Projection—A 
Assume I —Merger on basis of earnings (13 shares of own 
company for 10 shares of X company) 
Assume II—Own company adjusted dividend rate to $2.00 








per share. 
Present New 
Shares at Dividend Dollar Shares at 13 
Present Rates Disbursement for 10 ratio 
(thousand) (thousand) (thousand) 
Own company 5,878 $1.80 $10,580 5,878 
xX company 719 3.00 257 935 
$12,737 6,813 


A. X company earnings can almost pay the increased dividend 


Dividend on merged shares (thousands) 
EE EIEN EE EI OT $13,626 


Dividend on present own company shares @ $1.80 10,580 
$ 3,046 
Profits of X company—1958 ................. 3,008 
Additional charge against own company ........ $ 38 
B. Dividend per old X company share $2.00 * 1.3= $2.60 

C. Deficiency per old X company share 
$3.00 less $2.60 — $ .40 

D. Theoretical market price increase 


of own company stock ....... .20 — $1.80 = 11.1% 
E. Theoretical new market price of own company on 

ee ne aren s er = $55Y, 
F. Theoretical market price of X company at 13 for 


10 ratio (13 for 10 at $50 = $65) .......... = $72Y, 
G. Market price X company Y, closing ........... = $60 
H. Theoretical appreciation per X company share ... = $1244 
I. Market appreciation equals over 30 years dividend 


deficiency on X company stock 


J. Advantages to own company stockholder with 100 


shares— 
Theoretical price appreciation ($5514-$50) ..... = $550 
Additional annual dividend .................. = $20 


Projection—B 

Assume I —Merger on basis of earnings 

Assume II—Own company adjusted dividend rate so that 
merged retained earnings would be the identical 
—in other words the merged company would pay 
out the same total dollars of dividends by increas- 
ing the present own company $1.80 rate. The 
new rate would be $1.87. 











Present New 
Shares at Dividend Dollar Shares at 13 
Present Rates Disbursement for 10 ratio 
(thousand) (thousand) (thousand) 
Own company 5,878 $1.80 $10,580 5,878 
x. company 719 3.00 Palio ds 935 
$12,737 6,813 
A. Rate per new share ..... $12,737 ~— 6,813 shares = $1.87 
B. Dividend per old X company share . .$1.87 & 1.3 = $2.43 
C. Deficiency per old X company share 
$3.00 less $2.43 = $ .57 
D. Theoretical market price increase 
of own company stock ....... 07 + $1.80 = 3.89% 
E. Theoretical new market price of own company 
based on 14 closing of $50 ................ = $52 
F. Theoretical market price of X company at 13 for 
10 ratio (13 for 10 at $50 — $65) .......... = $67Y, 
G. Market price X coinpany Y4 closing ........... = $60 
H. Theoretical appreciation per X company share ... = $744 
I. Market appreciation equals over 13 years dividend 
deficiency on X company stock 
J. Advantages to own company stockholder with 100 
, shares— 
Theoretical price appreciation ................ = $200 
Additional annual dividend .................. a= $7 


Note: The mechanics in the development of this presentation are not 
provided but can be readily ascertained by following through the illus- 
trated sequence. 
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This Electronic World 
Minneapolis-Honeywell Regulator Com- 
any has entered the medium-scale com- 
uter field with a new transistorized sys- 
tem called the Honeywell 800. Features of 
the system include the ability to inde- 
pendently perform more than one job at a 
time plus a design on the building block 
expansion principle. 
e 


An IBM 650 Ramac is being used at 
the Philadelphia Quartermaster Depot to 
obtain a more sensitive inventory control 
system by automatically processing an 
average of 115,000 requisition line items 
per month. The installation is also being 
used to determine the best location from 
which to ship, selecting authorized sub- 
stitutes, determining the type of packing 
required, and assigning priority to older 
stocks. 

e 


Burroughs Corporation has a transis- 
torized line printer which will select, edit 
and print-out copy direct from a Bur- 
roughs computer or from a magnetic tape 
at rates up to 1,500 lines per minute. 
Features of the 220 high speed printer 
system include on-line or off-line opera- 
tion, buffer data storage and automatic 
editing under plugboard control. Its vo- 
cabulary consists of 51 solid-face charac- 
ters printed in lines of 120 positions each. 


Monsanto Chemical Company plans to 
put into action this year what it calls the 
first ‘‘computer-controlled” chemical plant. 
The computer will monitor the produc- 
tion process, make numerous calculations 
and adjust controls. The company be- 
lieves it will be the first chemical plant to 
use an electronic computer for the direct, 
on-line control of the over-all process. 


Per Capita Tax Burdens 

Computations by the Tax Foundation 
indicate that the average per capita fed- 
eral tax burden of $446 is unequal by 
states. The federal income tax of a New 
York State resident works out to $651 per 
capita while that of a Texan is $360. In 
the South, where average incomes are rel- 
atively lower, the tax burdens are $157 in 
Mississippi, $203 in Arkansas, and $206 
in South Carolina. At the top of the list is 
Delaware with $992 per capita while 
Connecticut is second with $735. 


Gift Tax Rule Changed 


Persons receiving gifts subject to fed- 
eral tax no longer need to list them with 
the tax collector, according to an IRS 
decision. Gift taxes normally are paid by 
the donor but recipients have been te- 
quired to file a form telling the Tax 
Agency that they received taxable gifts. 
IRS said the requirement was being 
dropped because it had not proved helpful. 
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WE CAN’T GIVE LEGAL ADVICE 
BUT WE CAN POINT THE WAY 


CORPORATE RECORDS RETENTION, VOL. 1: 
A Guide to U. S. Federal Requirements 


Space, at any time, means money most firms figure at $ per square foot. 
Filing of records, no matter how you do it, involves more money, time 
and expense. 


Is there an end in sight ? 


There is, but most management executives do not have the time and are 
not able to pinpoint the specific ruling in the maze of regulations gov- 
erning the time-length of records retention. Others feel they might in- 
fringe on what is considered a legal decision. 


As a management executive you should know. Now, you can know— 
simply, swiftly—easily as possible with CORPORATE RECORDS RETEN- 
TION, Vol. 1. 





CORPORATE RECORDS RETENTION, Vol. 1, will point the way for you, 
single out the federal requirements denoting the time-length of records 
retention for 15 major industries. You will be able to adopt these 
accepted and precise time-length requirements for your own records 


retention program. 





In a matter of minutes, you can sit down with your legal counsel and 
work toward savings of thousands of dollars in space, filing time, cleri- 
cal costs and records maintenance. 


CORPORATE RECORDS RETENTION, Vol. 1, contains 242 pages with 27 
sections—and the detailed index will make it easy for you to put your 
finger on hundreds of specific time-length record requirements: ac- 
counts receivables and payables... bank deposits... cancelled 
checks . . . depreciation reserves . . . financial reports . . . insurance 
records ... journals ... payroll records . . . tax records . . . and 
much, much more. 


Plus—information on microfilming in lieu of original records whenever 
permissible. 


Order Volume 1: A Guide To U. S. Federal Requirements now, so you 
will be sure to have the complete picture. 


CORPORATE RECORDS RETENTION, VOL. 1 $10.00 


($7.50 to members of Controllers Institute of America) 


Volume 2, scheduled for later release, will deal with the re- 
quirements of Canada and its Provinces. 


Volume 3, soon to appear, will concentrate on the individual 
requirements of the U.S. state governments. 


We will be glad to reserve future volumes on request. When 
you order Volume 1, just tell us to reserve Volumes 2 and 3. 


WRITE TO: 

CONTROLLERSHIP FOUNDATION, INC. 
DEPT. C-118 

2 PARK AVENUE, NEW YORK 16, N. Y. 





Orders from non-members outside Continental U. S. and Canada 
must be accompanied by remittance 

















TOP MEN ... 


Carl J. Thomsen, vice president and a 
director of Texas Instruments Incorpo- 
rated, Dallas, Texas, was elected president 
of Metals & Controls, Attleboro, Mass. 
Both companies have announced plans to 
recommend to stockholders a merger of 
the two companies. Mr. Thomsen is a past 





MR. THOMSEN 


president of the Dallas Control of Con- 
trollers Institute. . . . The election of 
Scott Harrod as president of Ditto, In- 
corporated, Chicago, IIl., was recently an- 
nounced. 


PROMOTIONS... 

Richard C. Bechtel has been appointed 
assistant comptroller of the Bell Tele- 
phone Co. of Pennsylvania, Philadelphia, 
Pa... . Merck & Co., Inc., Rahway, N. J., 
recently announced the appointment of 
Herbert H. Blevins as controller. He is cur- 
rently serving as president of the Newark 
Control of Controllers Institute. . . . John 
C. C. Byrne has been elected vice presi- 





MR. DRESCHER 





MR. HARROD 


MR. PRIEBE 


dent-finance of Robertshaw-Fulton Con- 
trols Company, Richmond, Va. 

The election of Paul G. Drescher as ex- 
ecutive vice president of Associated Hos- 
pital Service of New York was announced 
recently. . . . Robert Montgomery is now 
vice president of the Kroger Company, 
Cincinnati, Ohio. . . . Leonard T. Murphy 





MR. BLEVINS 


recently became assistant budget director 
of American Cyanamid Company, New 
York. . . . Louis E. Nufer was named sen- 
ior vice president of the Pepsi-Cola Com- 
pany, New York. 

Tennessee Gas Transmission Company, 
Houston, Texas, has named Elden P. 
Priebe as controller. . . . Walter A. Smith 
was elected vice president of Formica Cor- 
poration, Cincinnati, Ohio. He is a past 
president of the Cincinnati Control of 
Controllers Institute. . . . William D. Vir- 
tue has been named executive vice presi- 
dent-company operations of the Public 
Service Company of Colorado, Denver, 





MR. SMITH 





MR. BYRNE 


MR. DICKSON 


Colo. .. . Alfred W. Vitale was appointed 
controller of the Rumrill Company, Roch. 
ester, N. Y. 


NEW CONNECTIONS .. . 

W. H. Fisher has joined Metlox Mfg, 
Co., Manhattan Beach, Calif., as control- 
ler... . Walter S. Holmes, Jr. was elected 
comptroller of CIT Financial Corpora. 
tion, New York. . . . Stanley B. Laing is 
now comptroller and chief accountant of 
French Petroleum Company of Canada 
Ltd., Calgary, Alta. . . . Robert C. Snyder 
was appointed controller of Hunter Engi. 
neering Company, Riverside, Calif. . . . 
Edwin H. Brown has assumed the responsi- 
bilities of vice president-finance of Com- 
monwealth Oil Refining Company, Inc, 
Ponce, Puerto Rico. 


COMPANY CHANGES .. . 

W. C. Jennings, assistant comptroller, 
Standard Oil Company (N. J.), and 
N. M. Fillastre, executive assistant control- 





MR. BROWN 


ler of Esso Standard Oil Company, will 
exchange positions for a period of two 
years, effective January 1, 1959. ... 
Robert L. Dickson was elected executive 
vice president and Harry S. Mann con- 
troller of Walter Kidde & Company, Inc, 
Belleville, N. J. Mr. Dickson has long 
been active in the affairs of Controllers In- 
stitute and its research arm, Controller- 
ship Foundation, Inc. He is a past pres- 
ident of the Newark Control and is 
currently serving as president of Control- 
lership Foundation. 

Howard L. Letts has been named vice 
president and controller of the Radio Cor- 
poration of America, New York, and 
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MR. SWANTEE 


George W. Chane was appointed vice 
president-finance and management engt- 
neering. . . . George Zabriskie, Jr. has 
succeeded LeRoy F. Murphy, vice presi- 
dent and comptroller of Fidelity Union 
Trust Company, Newark, N. J., who re- 
tired after over 40 years of service... . 
International Telephone & Telegraph Cor- 
poration recently announced the election 
of Paul F. Swantee as treasurer and John 
G. Copelin as vice president and comp- 
troller. Mr. Copelin serves International 
Standard Electric Corporation, a subsid- 
iary, in the same offices. 


ADDITIONAL DUTIES... 

John J. Barranger was elected vice 
president and treasurer of Stephen F. 
Whitman and Son, Inc., Philadelphia, Pa. 
... The Delaware Lackawanna & West- 
etn Railroad, New York, N. Y. has 
elected Philip D. Jonas vice president and 
comptroller. . . . Edward S. Lecky recently 
became secretary-treasurer and a director 
of Spaulding Bakeries, Inc., Binghamton, 
N. Y. Carl G. Pansegrau is vice presi- 
dent-administration and comptroller of 
Federal Electric Corporation, Paramus, 
N. J. . . . Walter A. Hensel was elected 
ptesident of DataGraphic Systems, Inc., 
Santa Monica, Calif., a company which 
was formed recently by General Aniline 
and Douglas Aircraft Co. He will con- 
tinue as vice president, Ozalid Division, 
General Aniline & Film Corporation, with 
offices at Johnson City, N. Y. 

Tilo Roofing Company, Inc., Stratford, 
Conn., has made Albert J. Wieland vice 
president and treasurer. . . . Richard C. 
Wells was elected executive vice president 
of Freeport Sulphur Company, New 
York; he is also president of National 
Potash Company, a subsidiary. . . . Theo- 
dore Zignone, treasurer of Parents’ Insti- 
tute, Inc., New York, has been named sec- 
tetary and treasurer of Baker & Taylor 
Co., Hillside, N. J., recently purchased by 
Parents’ Institute, Inc. 


PUBLIC SERVICE... 

Governor Nelson Rockefeller of New 
York has appointed Douglass C. Coupe a 
member of his Cabinet. Mr. Coupe will 
serve as Commissioner of Standards and 
Purchase; he is a past president of the 
Rochester Control of Controllers Institute. 
. +» Richard C. Crouch was named Liquor 
Department Director of the State of Ohio 
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MR. COPELIN 


MR. WELLS 


by Governor Michael V. DiSalle. .. . 
Donald H. Murphy, controller of the Men- 
tholatum Company, Buffalo, N. Y., will 
serve on the Advisory Committee for 
Business Education of the Buffalo Public 
Schools. Mr. Murphy is also chairman of 
the subcommittee on the secondary schools 
for the Education Committee of the Buf- 
falo Control of Controllers Institute of 
which he is a past president. 


NEW APPOINTMENTS .. . 


Robert A. Miller, controller of State 
Mutual Life Assurance Company of 
America, Worcester, Mass., was elected to 
the Board of Merchants and Farmers Mu- 
tual Fire Insurance Company of Worces- 
ter. . . . James Barringer is now treasurer 
of Crompton & Knowles Corporation, 
Worcester, Mass. . . . Lynn A. Townsend, 
group vice president-international opera- 
tions, Chrysler Corporation, Detroit, 
Mich., was elected a 5 rong . . . Don- 
ald H. Dalbeck is now treasurer of the 
Channing Corporation, New York. 


HONORS TO... 

Charles Hummel, controller of Bendix 
Aviation Corporation, Detroit, Mich., 
who has been appointed a delegate to the 
United States Chamber of Commerce 
from the American Institute of Certified 
Public Accountants and Leo A. Schmidt, 
professor of Accounting, School of Busi- 
ness Administration, University of Michi- 
gan, Ann Arbor, Mich., who has been 
reappointed to the AICPA personnel test- 
ing committee. The 10-man delegation to 
the Chamber presents the views of the ac- 
counting selina while the committee 
on personnel testing develops tests to 
show students whether they have qualifi- 
cations for success in a career in account- 
ing. It encourages the use of these tests by 
high school and college counselors. 

A. J. Ammon, vice president and comp- 
troller, American Book-Stratford Press, 
Inc., New York, who was named chair- 
man of the Committee on Cost Ac- 
counting and Inventory Methods of the 
New York State Society of Certified Pub- 
lic Accountants. 

John C. Naylor, senior vice president, 
Pet Milk Company, St. Louis, Mo., who 
was elected president of the Metropolitan 
Board of Directors of the YMCA of St. 
Louis and St. Louis County. 
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A new approach to 
the audit function .. . 


Integrated 
Auditing 


SIDNEY W. 
PELOUBET, CPA, and 
HERBERT HEATON, CPA 


An expert analysis of over-all audit- 
ing patterns, detailing practical appli- 
cations and outlining the role of audit- 
ing at every stage of financial planning 
and control. Book treats auditing of 
punch card and electronic records, rec- 
onciliation, internal controls, standards 
for auditing statements. 

The authors, who are associated 
with Pogson, Peloubet, and Company, 
explain the delegation, supervision, re- 
view of auditing work; illustrate work- 
ing paper preparation. Book includes 
a detailed Staff Training Program de- 
signed to relate each functional phase 
of the audit to the problems encoun- 
tered in a typical engagement. 3 ills., 


272 pp. $7 
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Internal Auditing 


VICTOR Z. BRINK, CPA, Ford Motor 
Co.; Revised by JAMES A. CASHIN, 
CPA, St. Regis Paper Co. 


This pioneering book is a complete 
guide to the nature, functions, and 
methods of internal auditing. It em- 
phasizes internal auditing as a major 
tool of management control in evaluat- 
ing efficiency and eliminating waste. 
New techniques afforded by machine 
accounting, electronics, and statistical 
sampling are fully detailed. “Best in 
its field..—The Accountants’ Digest. 
2nd Ed. Illus.; 478 pp. $7 





Controllership 


J. BROOKS HECKER‘, CPA, 
The Ohio State University; and 
JAMES D. WILLSON, CPA, 
Norris-Thermador Corp. 


All-round help on every aspect of 
the controllership function. Incorporat- 
ing examples from many industries 
and practical techniques adaptable to 
companies of every size, book shows 
how to direct, coordinate, and control 
operations. Explains modern standards 
of control; reviews control of major 
items in the income statement and 
balance sheet. “An excellent handbook 
for any executive in the accounting 
field.”"—American Business. 173 ills., 


645 pp. $8.50 
rm ~USE THIS COUPON TO ORDER:= ~ 





15 East 26th St.. New York 10 


| Please send books checked below: { 
() Integrated Auditing, 

| Peloubet-Heaton .........ccccceeees $7.00 | 

i () Internal Auditing, 2nd Ed., 1 

Po err ee 7.00 

| (Cl Controllership, Heckert-Willson ..... 8.50 | 
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HE SECURITIES AND EXCHANGE COM- 

MISSION has published an additional re- 
lease in its Accounting Series dealing with 
the independence of accountants. This 
new release, which summarizes cases in 
the Commission’s experience under the 
Independence Rule (Rule 2-01 of Regula- 
tion S-X) since the publication of Ac- 
counting Series Release No. 47 on Janu- 
ary 25, 1944, together with prior releases 
and Commission decisions, reflects the de- 
velopment of policy regarding the prac- 
tice of accountants before the Commission 
over a period of some 25 years. 

The latest laws administered by the SEC 
either require or give the Commission 
power to require that financial statements 
filed with it be certified by independent 
accountants. The new release summarizes 
previously unpublished rulings on inde- 
pendence which have arisen under the 
several Acts administered by the SEC. A 
finding in a particular case that an ac- 
countant is not independent does not nec- 
essarily reflect on his professional stand- 
ing or his qualification to serve other 
registrants with the SEC. 

Four major areas were outlined in 
which the Commission has felt an ac- 
countant might not be independent. 
Major areas included instances of finan- 
cial interest on the part of the accountant, 
where the accountant was a director, off- 
cer or employe of the firm, where there 
were other relationships, and, finally, cer- 
tain instances with broker-dealer reports. 
Representative situations in which ac- 
countants have been held to be not inde- 
pendent with respect to a particular plant 
in the area of financial interest include: 

1. An accountant took an option for 
shares of his client's common stock in 
settlement of his fee. The option subse- 
quently appreciated in value. The question 


SEC Clarifies Position on Independence of Certifying Accounts 


of independence arose in connection with 
a proposed merger and application for 
listing on a National Securities Exchange; 

2. Using their own funds, the wives of 
partners in an accounting firm purchased 
stock in a client of the firm immediately 
prior to registration ; 

3. Partners and staff members of a 
small accounting firm which had certified 
the financial statements included in a reg- 
istration statement subsequently acquired 
shares of stock of the registrant. They 
were denied the privilege of certifying 
subsequent financial statements to be in- 
cluded in a post-effective amendment to 
the registration statement ; and 

4. After the issuance of an authoring 
circular, some partners of the accounting 
firm which had certified the financial state- 
ments acquired shares of the company. In 
connection with a subsequent listing ap- 
plication the registrant was advised that 
the accountants had lost their independent 
status. 

Situations where an accountant was an 
officer, director or employe of a concern 
and, accordingly, not able to be consid- 
ered independent included: 


1. From the time of organization of a 
proposed registrant in November 1952 
until July 1954, an accountant served as 
assistant treasurer, comptroller and direc- 
tor with the responsibility of keeping the 
accounts of the company and also acted 
as co-signer of checks. He also owned 
shares of the registrant's common stock. 
In July 1954 arrangements were made for 
an issue of securities. Even though the ac- 
countant severed his affiliation with the 
company as an officer and director and 
made a gift of his shares of stock to his 
daughter, his certificate was not accepta- 


ble; 
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CONTROLLERS INSTITUTE OF AMERICA 


Date Conference Hotel City 
MARCH 5-7 Southern Roosevelt NEW ORLEANS, LA. 
APRIL 19-21 Eastern John Marshall RICHMOND, VA. 
MAY 21-23 Western Santa Barbara Biltmore SANTA BARBARA, CALIF. 


OCTOBER 24-28 28th Annual National 


Penn-Sheraton 


PITTSBURGH, PA. 


OTHER ORGANIZATIONS 


MAY 8 ASSOCIATION OF RECORDS EXECUTIVES & ADMINISTRATORS NEW YORK 
Second Annual Conference on Records Management 
JUNE 21-24 NATIONAL ASSOCIATION OF ACCOUNTANTS NEW YORK 


40th International Accounting Conference 
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2. A partner in an accounting firm 
acted as controller and exercised some sy. 
pervisory powers with respect to the pro- 
posed registrant's accounting procedures; 

3. Financial statements for the first two 
years of the three-year period required to 
be included in a registration statement 
had been certified by an individual practi- 
tioner who gave up his practice to become 
an executive of the registrant. 


In another area, concerning certain re. 
lationships and conditions, the representa- 
tive ruling is included: 


1. An accountant who certified the f- 
nancial statements of a registrant was the 
father of the secretary-treasurer of the 
registrant who was employed on a half. 
time basis. Prior thereto, the secretary- 
treasurer had been employed by the regis- 
trant as a full-time principal accounting 
officer ; 

2. The wife of a partner of the ac. 
counting firm certifying the financial state- 
ments of an investment company was sec- 
retary-treasurer of the company ; 

3. An accounting firm which certified 
the statements of a registered investment 
company had exclusive custody of the key 
to the company’s safe deposit box. Under 
these conditions, the accountants were act- 
ing as custodian of the securities portfolio 
and were in the position of auditing their 
own work; 

4. Two of the partners of the account: 
ing firm certifying financial statements of 
a registrant were also partners of a law 
firm engaged by the registrant to pass 
upon the legality of the securities which 
were being registered ; and 

5. The wife of an accountant had a 
471% interest in one of the three prin- 
cipal underwriters of a proposed issue by 
the registrant. 


In the case of broker-dealer reports, the 
examples of representative situations in 
which an accountant was not considered 
to be independent included: 


1. A partner of the accounting firm 
which certified the financial statements of 
a registered broker-dealer was a partner 
in the registrant ; 

2. An accountant certified the financial 
statements of a brokerage firm in which 
his father and uncle were officers and 
owners of substantially all the outstanding 
stock ; and 

3. An accounting firm which had cetti- 
fied the financial statements of a regis- 
tered broker-dealer for several years took 
the son-in-law of an officer of the regis- 
trant into their partnership. 


The SEC release also gives examples in 
which accountants were not considered to 
have lost their independence. 
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Subject Conference on 
Direct Costing 


The National Association of Account- 
ants initiates its first subject conference 
March 12-14, 1959 at the Hotel Statler in 
Cleveland, Ohio, on experience in direct 
costing. Audience participation sessions, 
eneral addresses and case studies will ex- 
plore the subject in depth. 


Executive Development 


Programs 

The School of Business of the Univer- 
sity of Colorado at Boulder, Colorado, 
will hold its second annual Executive De- 
velopment Training Program from June 
14 through July 11, 1959. This is a two- 
week program to be participated in dur- 
ing each of two consecutive summers. The 
first-year program will be held from June 
14 through June 27; a second-year pro- 
gram will follow from June 28 through 
July 11. 

The program is designed for executives 
holding middle-management positions. 
The subjects of Managerial Economics, 
Communications, Financial Administra- 
tion, and Market Mindedness will be cov- 
ered in the first-year program; while the 
subjects of Business Policy, Administra- 
tive Practices in Human Relations, Per- 
sonal Development of the Executive, and 
Managerial Responsibilities will be cov- 
ered in the second-year program. 

The cost of the program for each two- 
week session is $500, which covers tui- 
tion, books, room and board. For further 
information address Robert S. Wasley, 
Director, Executive Development Train- 
ing Program, School of Business, Univer- 
sity of Colorado, Boulder, Colorado. 


MIT Summer Program 


Announced 


The School of Industrial Management, 
Massachusetts Institute of Technology, 
Cambridge, Mass., has designed a two- 
week program for those with controller- 
ship responsibilities in manufacturing and 
merchandising companies. The purpose 
will be to examine important recent and 





EXECUTIVE EDUCATION | 


likely future developments in the collec- 
tion and analysis of data for management 
use in alternative choice decisions, plan- 
ning and control. 

The program, which will be presented 
July 7 through July 17, 1959, will be un- 
der the direction of Professors Myron J. 
Gordon and Zenon S. Zannetos. Other 
members of the School of Industrial Man- 
agement faculty will participate in the 
program, which will be conducted by 
means of lectures and discussion of case 
material. 

Topics to be discussed will include the 
following: 

Capital bud geting: Criteria for evaluat- 
ing the profitability of alternative invest- 
ment opportunities and for establishing 
the required return on investment. 

Profit Center Organization: Conditions 
which call for its use and problems of im- 
plementation such as transfer pricing and 
performance measurement. 

Standard costs: System design and op- 
eration to deal with the problems of ac- 
curacy, organization acceptance, and cost 
of operation. 

Budgeting: Techniques for the devel- 
opment and conversion of external and 
internal forecast data into sales and other 
budgets. 

Emphasis will be placed on use of ap- 
plicable principles and techniques of eco- 
nomics, statistics, organization theory, and 
operations research. 

For further information write to Pro- 
fessor James M. Austin, Director of the 
Summer Session, Massachusetts Institute 
of Technology, Cambridge 39, Mass. 


Records Management 


Conference 

The Association of Records Executives 
and Administrators (AREA) has an- 
nounced plans for its Second Annual Con- 
ference on Records Management. The 
one-day session will be held on May 8, 
1959 at the Hotel Commodore, New 
York City. Further information may be 
obtained from the Conference Chairrnan, 
Norman L. Gullifer, New Jersey Bell 
Telephone Company, 540 Broad Street, 
Newark 1, N. J. 





CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your April 
issue, we should be notified of your new address before 
March 1. Be sure to include your postal zone as well as your 


old and new address. 
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New Orleans Hosts CIA Southern Conference 


EADING OFF in the 1959 series of re- 
L gional conferences of Controllers In- 
stitute of America will be the New Or- 
leans Control, sponsors of the Southern 
Regional Conference, March 5-7, 1959. 
The three-day meeting, which will be 
held at the Roosevelt Hotel in New Or- 
leans, is built around the theme of ‘‘Eco- 
nomic Development of the South.” 

The keynote speaker at the opening ses- 
sion on Friday, March 6, will be Sumpter 
Marks, president, New Orleans Chamber 
of Commerce. Following him, Dr. Glenn 
A. Welsch, professor of Accounting at the 
University of Texas, will discuss ‘‘Effec- 
tive Budgeting Means Controllership in 


Action.” The final morning session will 
have as its speaker Fisher E. Simmons, Jr., 
general agent, Pan-American Life Insur- 
ance Company, whose subject will be 
“Split Dollar for Executives.” 

Technical sessions that afternoon will 
feature addresses by James Connolly, vice 
president, Williams, Inc., whose subject 
will be ‘Taxes’ and Alexander Purdon, 
executive director, Committee of Ameri- 
can Steamship Lines, who will discuss 
“American Flagshipping—an Economic 
Necessity.” 

The Saturday morning technical ses- 
sions will open up with a talk by Dr. 
Dwayne Orton, editor of Think and vice 
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RATES: $5.00 per inch or fraction thereof each insertion. 50¢ each additional line. Payable 
in advance. Allow approximately 40 words to the 1 column-wide inch including 2 words for 
box number. Closing date 10th of preceding month. Address box number replies to THE Con- 
TROLLER, Two Park Avenue, New York 16, N. Y. Replies will be forwarded. 
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ASSISTANT TO PRESIDENT 
CONTROLLER-TREASURER 
Financial, administrative executive offers 20 
years of diversified top-level experience, func- 
tioning with management group. Practical 
experience includes organization planning, 
banking relations, SEC, underwriting activi- 
ties, developing expansion and cost-reduction 
programs; analyzing and interpreting costs, 
budgets, inventory and financial controls, all 
phases of general accounting, internal audit- 
ing, systems, procedures, taxes, comprehensive 
reports. Certified public accountant. Will 
travel from New York home base. High 

salary. Box 2341. 


CONTROLLER 

ASSISTANT OR DIVISIONAL 
Broad accounting and administrative back- 
ground national multiplant manufacturer in- 
dustrial, government, and consumer product. 
Nine years divisional controller top accounting 
responsibility plus other management assign- 
ments. Growth- and cost-conscious training 
available for improved opening. College, mar- 
ried. Buffalo, N. Y. area. Can relocate. Box 
2363. 


ACCOUNTANT 


Profit-conscious financial executive with 17 
years of intensive, varied industrial account- 
ing background, 12 years as chief accounting 
officer. Experience includes profit projections, 
cash flow, management reports, analysis; pro- 
cedures, office management, personnel pro- 
curement and evaluation. College, age 45, 
married. Interested in connection with small- 
to medium-sized company. Will relocate. 
Box 2372. 


CONTROLLER-TREASURER 

With financial planning and management 
consulting background. Member management 
group for large international manufacturer. 
Operating and staff experience. Mature judg- 
ment. Imaginative. Know budgeting, profit 
planning, control reporting, machine account- 
ing, costs. Will relocate. Box 2373. 


FINANCIAL VICE PRESIDENT 

CONTROLLER 
Member Controllers Institute of America 
offers your company successful experience 
with nationally known corporations in ad- 
ministration, finance, job and process costs, 
contract negotiations, foreign and domestic 
multiplant operations, machine accounting, 
flexible budgets, and related areas of busi- 
ness. Desires challenging opportunity. Box 
2374. 


CONTROLLER 
ASSISTANT TREASURER 

B.S., M.B.A. degree, age 37. Financial ad- 
ministrative executive offers 14 years of di- 
versified experience. Seven years as controller 
which encompassed budgets, forecast of in- 
come, financial statements and federal and 
state tax reports and returns. Will relocate. 
Resume on request. Box 2375. 


PROGRAMMER—ANALYST 
Experienced IBM 650—RAMAC. Accounting, 
industrial engineering background. Seeks 
future in application/programming with East 
Coast industrial firm contemplating EDP. 
Resume. Box 2376. 





NOTE: THe ConTROLLER reserves the right to accept, reject or censor classified copy and takes no responsibility 
for the people contacted through this column nor does it guarantee any item bouyht or sold. 


president, International Business Ma 
chines, whose subject will be ““Tomorrow’s 
Managers.” The final technical speaker 
will be Dr. Willard J. Graham, professor 
of Accounting at the University of North 
Carolina, who will discuss ‘Economic De. 
preciation.” 

At the opening luncheon, on March 6, 
Dean Henry J. Engler, Jr., College of 
Business Administration, Loyola Univer. 
sity, will discuss “Subliminal Communica. 
tion” while the closing luncheon speaker 
will be Robert N. Murry, McMurray, Ham- 
stra & Company, who will discuss “How 
to Recruit and Select Employes Who Will 
Be Stable, Productive and Satisfied.” 

Joseph Viguerie, general chairman of 
the Conference and treasurer and assistant F 
secretary, A. M. Lockett & Company, Ltd, § 
announces that activities for the ladies 
and general entertainment will be in 
keeping with the well-known traditions 
of southern hospitality. Already scheduled 
is a reception on the opening day, March 
5, and a special ‘Bayou Party’’ on the 
next night, March 6. 

Assisting Mr. Viguerie in planning for 
the Conference are the following: Vice 
Chairman John C. Shea, vice president, 
Whitney National Bank of New Orleans; 
New Orleans Control President Oswald J. 
Howat, cashier, The Hibernia National 
Bank in New Orleans; Arrangements 
Committee Chairman Edward R. Arnold, 
controller, Pan-American Life Insurance 
Company; Reception Chairman Arthur C. 
Rhyne, secretary and controller, General 
Gas Corporation; Housing Chairman Jo- 
seph Samuel, comptroller, New Orleans 
Roosevelt Corporation; Inter-Control At 
tendance Chairman W. I. Monaghan, con- 
troller, Standard Fruit & Steamship Com- 
pany; Program Chairman Jacques A. Liv- 
audais, vice president and cashier, Pro 
gressive Bank & Trust Company; Public. 
ity Chairman Frank J. Buescher, vice 
president and controller, D. H. Holmes 
Company, Ltd.; Finance Chairman John 
J. Creevy, comptroller, Lykes Bros. Steam- 
ship Company, Inc.; Speakers Hospitality 
Chairman H. S. G. Verlander, secretary, 
Jahncke Service, Inc.; Registration Chait- 
man Charles M. Carriere, vice president 
and treasurer, Wesson Oil & Snowdrift 
Co., Inc.; and Ladies Hospitality Chait 
man Callender F. Hadden, Jr., vice presi 
dent and treasurer, Standard Supply & 
Hardware Co., Inc. 





Traveletter® 


The modern system for handling 
sales expenses... Since 1894 


Descriptive Brochure on Request 
TRAVELETTER CORPORATION 
GREENWICH 2,CONNECTICUT 
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